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STAFF  SUMMARY  OF  FINDINGS  AND 
CONCLUSIONS 

On  Monday,  April  19,  1993,  the  Committee  on  the  District  of  Co- 
lumbia held  a  hearing  on  national  health  insurance  reform  and  the 
potential  implications  for  residents  of  the  District  of  Columbia. 
During  the  hearing,  the  impact  of  three  specific  national  health  in- 
surance reform  proposals  were  examined.  The  potential  affect  on 
access  to  care  and  cost  of  insurance  coverage  were  among  key  fac- 
tors considered. 

In  opening  the  hearing.  Chairman  Pete  Stark  commented  that 
while  focusing  on  the  District  of  Columbia,  the  findings  of  this 
hearing  also  are  relevant  to  other  States,  particularly  those  with 
large  urban  populations. 

Oral  and  written  testimony  was  taken  from  representatives  of  in- 
surance companies,  hospitals,  and  community  clinics  as  well  as 
physicians  and  other  health  care  providers  operating  in  the  Wash- 
ington, DC.  area.  Additional  testimony  was  provided  by  David 
Coronado,  acting  commissioner,  D.C.  Commission  on  Health  Care 
Finance  and  John  Shiels,  vice  president  of  the  health  care  consult- 
ing firm  Lewin-VHI,  Inc. 

National  Health  Insurance  Reform  Options 

In  advance  of  the  hearing,  witnesses  were  provided  summaries  of 
three  of  the  most  prominent  national  health  insurance  reform 
plans  under  consideration  by  Congress  and  were  asked  to  comment 
on  each.  The  options  considered  were  a  managed  competition  pro- 
posal, a  pay-or-play  option,  and  a  single  payer  plan. 

The  primary  component  of  the  managed  competition  proposal  for 
the  District  would  be  the  creation  of  a  large  purchasing  pool,  with 
individuals  securing  their  insurance  through  a  menu  of  insurance 
plans  offered.  All  residents — including  medicaid-eligible  persons — 
would  secure  coverage  through  the  purchasing  group.  For  medic- 
aid-eligible  individuals,  the  Government  would  reimburse  the  pur- 
chasing pool  for  the  cost  of  the  lowest  cost  plan  offered.  Advocates 
of  this  option  anticipate  that  cost  containment  would  occur  as  a 
result  of  insurers  competing  with  each  other  for  enrollees. 

The  pay-or-play  and  the  single  payer  reform  options  considered 
would  have  a  "medicare-type"  reimbursement  structure  imple- 
mented industry-wide  in  order  to  contain  health  care  cost  inflation. 
Both  plans  would  offer  enrollees  freedom  of  choice  of  providers,  in- 
cluding solo  practice  physicians  or  health  maintenance  organiza- 
tions. The  most  significant  difference  between  these  two  options  is 
that  the  pay-or-play  proposal  would  provide  employers  the  option 
of  securing  health  insurance  coverage  through  the  private  insur- 
ance market  or  through  a  public  plan.  The  single  payer  approach 
would  provide  universal  coverage  to  a  basic  set  of  health  benefits 
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similar  to  those  found  in  the  Federal  Medicare  Program.  Supple- 
mental coverage  to  the  basic  benefits  package — to  cover  copay- 
ments  or  additional  services — could  be  secured  through  private  in- 
surance carriers. 

Health  Indicators  Highlight  Serious  Problems  in  the  District 

Comparisons  to  national  averages,  as  well  as  comparisons  among 
groups  in  the  District,  revealed  that  the  health  status  of  large  seg- 
ments of  District  residents  is  seriously  deficient.  The  infant  mortal- 
ity rate  in  the  District  stands  at  21  per  1,000 — higher  than  any 
State  in  the  Nation  and  twice  the  national  average.  Within  the  Dis- 
trict, disparities  among  various  groups  were  also  evident,  with  an 
8-year  lower  average  life  expectancy  for  black  District  residents 
compared  to  white  District  residents. 

High  Costs  of  Premiums  and  Low  Rates  of  Coverage  Plague  Consumers, 

Employers  and  Providers 

Nearly  25  percent  of  District  residents  are  uninsured.  This  com- 
pares to  a  national  average  of  14  percent  and  a  figure  in  neighbor- 
ing States  of  roughly  12  percent.  Seventy  percent  of  Hispanics  re- 
siding in  the  District  are  reported  to  be  without  health  insurance 
coverage.  Per  capita  health  expenditures  in  the  District  are  the 
eighth  highest  in  the  Nation,  $2,548  per  capita  in  1990.  The  total 
District  health  care  bill  is  anticipated  to  more  than  double  by  the 
year  2000. 

One  of  the  most  striking  facts  highlighted  at  the  hearing  was  the 
degree  to  which  health  care  services  in  the  District  are  paid  by  gov- 
ernment sources.  Nationally,  19  percent  of  health  care  costs  are 
covered  by  medicaid  and  other  public  programs  (not  including  med- 
icare.) In  the  District,  the  comparable  figure  for  public  expendi- 
tures is  39  percent — double  the  national  average.  When  medicare  is 
included,  direct  government  expenditures  for  the  health  care  of 
District  residents  rise  to  61  percent.  This  compares  to  a  national 
average  of  38  percent.  As  employers,  the  District  and  Federal  gov- 
ernments pay  for  the  health  care  coverage  of  additional  District 
residents.  Up  to  one-third  of  District  residents  secure  their  health 
insurance  through  government  sources  because  of  their  status  as 
government  employees  or  dependents  of  government  employees.  As 
a  percentage  of  annual  health  care  expenditures  in  the  District, 
this  represents  another  14  percent  of  spending.  Directly  or  indirect- 
ly, government  sources  cover  roughly  three-quarters  of  all  health 
care  expenditures  in  the  District. 

Hidden  within  this  total  of  government  expenditures  is  the  cost 
of  treating  the  uninsured.  According  to  hearing  testimony,  a  typi- 
cal uninsured  individual  generates  roughly  70  percent  of  the  health 
care  costs  as  does  someone  with  health  insurance.  While  the  unin- 
sured cause  fewer  billings  than  do  the  insured,  the  average  unin- 
sured individual  reimburses  providers  for  only  one-third  of  ex- 
penses generated.  Government  programs  and  facilities,  and  cost 
shifting  to  the  premiums  of  those  with  insurance,  absorb  the  re- 
maining charges. 

Testimony  from  Georgetown  University  Medical  Center  acting 
administrator,   Henry  McQueeney,   illustrated  the   prevalence  of 
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"cost-shifting,"  that  is,  the  passing  along  to  other  parties  the  costs 
of  "uncompensated  care."  Asked  to  provide  an  estimate  of  the 
effect  on  charges  if  uncompensated/charity  care  and  bad  debt  were 
ehminated  through  the  implementation  of  universal  coverage  and 
single  payer  rates,  Mr.  McQueeney  responded,  "Georgetown  would 
be  able  to  reduce  its  current  charges  by  approximately  35  percent  . 


Some  Health  Reform  Proposals  Could  Exacerbate  Problems  with  Access 

to  Care 

The  maldistribution  of  primary  care  providers  in  the  District 
poses  serious  concern.  Overall,  the  number  of  primary  care  provid- 
ers per  capita  is  twice  the  national  average.  However,  these  provid- 
ers are  concentrated  primarily  in  the  more  affluent  sections  of  the 
District.  Southeast  Washington  and  other  parts  of  the  city  lack 
adequate  numbers  of  health  care  professionals.  Less  than  10  per- 
cent of  the  primary  care  physicians  enrolled  to  provide  care  to 
medicaid  beneficiaries  are  located  in  southeast  Washington,  where 
more  than  50  percent  of  the  District's  medicaid  recipients  live. 
Over  two-thirds  of  the  primary  care  physicians  enrolled  to  serve 
medicaid  recipients  in  the  District  are  located  in  northwest  Wash- 
ington, where  slightly  more  than  20  percent  of  the  District's  medic- 
aid recipients  reside. 

Hearing  testimony  suggested  that  barriers  to  access  may  be  exac- 
erbated under  certain  health  insurance  reform  proposals.  Compar- 
ing health  plans  with  an  open-panel  of  providers  to  those  with 
closed-panels,  and  comparing  plans  serving  nonmedicaid  popula- 
tions to  those  primarily  serving  medicaid  recipients,  demonstrates 
great  differences  in  the  ratio  of  primary  care  providers  to  plan  en- 
rollees.  For  example,  while  southeast  Washington  suffers  from  a 
lack  of  primary  care  providers,  medicaid  recipients  enrolled  in  one 
medicaid-predominant  prepaid  health  plan  have  access  to  only  a 
fraction  (7  percent)  of  the  already  limited  number  of  medicaid  pro- 
viders in  their  area.  While  fewer  participating  physicians  in  a  plan 
may  not  directly  translate  to  limited  access  to  care,  evidence  sug- 
gested that  barriers  to  care  are  significant. 

A  memorandum  from  the  D.C.  Commissioner  of  Public  Health  to 
the  administrator  of  the  Ambulatory  Health  Care  Administration 
(AHCA)  identified  "in  excess  of  3,000  visits  at  AHCA  facilities  to 
medicaid  recipients  who  are  enrollees  of  the  Chartered  Health 
Plan,  HMO."  In  an  attached  letter  submitted  for  the  hearing 
record  from  the  Doctors  Council  to  the  commissioner  of  the  Dis- 
trict's Health  Care  Financing  Commission,  the  following  findings 
were  reported: 

"There  appears  to  be  a  number  of  reasons  for  the  return  to  the 
[District  Public  Health  Commission]  clinics  of  a  significant  number 
of  Chartered  Health  patients.  Among  most  frequently  stated  rea- 
sons are  accessibility  of  the  [neighborhood  health  clinic];  preference 
for  clinic  provider;  an  inability  to  timely  schedule  with  a  Chartered 
Health  provider;  and  an  inability  to  formally  disenroll  due  to  con- 
fusion regarding  the  disenrollment  process." 

The  receipt  of  care  at  public  facilities  by  medicaid  beneficiaries 
who  are  enrolled  in  a  prepaid  health  plan  not  only  signifies  possi- 
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ble  barriers  to  access  but  also  represents  an  inefficient  expenditure 
of  health  care  resources,  in  effect  paying  twice  for  the  same  serv- 
ice. 

Testimony  from  a  national  insurance  carrier  illustrated  the  prob- 
lems medicaid  enrollees  have  in  gaining  access  to  large  numbers  of 
health  care  providers.  In  written  testimony,  the  Prudential  Insur- 
ance Company  of  America  stated  that  it  "strongly  supports  the 
managed  competition  approach  to  meeting  the  health  care  needs  of 
District  of  Columbia  residents,"  and  went  on  to  say  that  Prudential 
has  chosen  not  to  participate  in  the  current  D.C.  medicaid  prepaid 
option  because,  in  part,  "The  District  requires  that,  if  an  HMO 
serves  medicaid  recipients,  all  the  HMO's  providers  must  serve 
medicaid  recipients  in  all  their  offices.  We  knew  that  some  of  our 
providers  .  .  .  would  drop  out  of  our  network  if  we  required  them  to 
serve  medicaid  recipients.  Rather  than  jeopardize  our  provider  net- 
work, we  elected  not  to  participate.  Maryland  has  no  such  require- 
ment, but  allows  us  to  designate  a  provider  network  for  medicaid  .  . 

Some  reform  initiatives  could  lock  these  barriers  in  place  by  seg- 
menting medicaid  beneficiaries  from  the  general  population. 

RamiHcations  of  Universal  Health  Insurance  Coverage  in  the  District 

A  survey  conducted  by  Lewin-VHI,  Inc.  for  the  D.C.  Hospital  As- 
sociation illustrated  that  the  health  status  of  residents  could  be  im- 
proved and  health  care  expenditures  potentially  reduced  if  access 
to  basic  health  care  services  was  improved.  Lewin-VHI  Vice  Presi- 
dent John  Shiels  testified  at  the  hearing  that  results  of  the  1988 
survey  indicate  that  40  percent  of  the  uninsured  individuals  utiliz- 
ing D.C.  hospitals  were  being  treated  for  "medically  avoidable" 
conditions.  These  are  medical  problems  that  could  have  been  avoid- 
ed if  they  had  received  timely  and  appropriate  primary  care.  A 
similar  percentage  of  the  uninsured  patients  said  they  had  prob- 
lems accessing  primary  health  care.  These  medically  preventable 
admissions  were  most  concentrated  in  the  lowest  income  areas  of 
the  city. 

Health  insurance  reform — depending  upon  the  particulars  of  the 
reform  ultimately  enacted — has  the  potential  to  either  alleviate  or 
exacerbate  current  problems  with  access  to  care  and  cost  of  insur- 
ance coverage.  For  the  residents  of  the  District  of  Columbia,  cost 
shifting  and  cost  spiraling  could  be  reduced,  access  to  high  quality 
care  could  be  increased,  and  coordination  and  efficiencies  could  be 
improved.  Conversely,  access  to  care  could  be  further  restricted, 
the  oversupply  and  concentration  of  facilities  may  be  perpetuated, 
and  the  escalations  in  cost  could  continue  unchecked.  In  his  state- 
ment for  the  hearing  record,  Representative  Thomas  Bliley  con- 
tended that  regardless  of  the  form  that  health  reform  takes,  uni- 
versal access  to  health  insurance  coverage  will  not  automatically 
eliminate  the  barriers  to  care  and  the  differences  in  health  status 
among  segments  of  District  residents. 

Representative  Eleanor  Holmes  Norton  communicated  the  inter- 
ests of  District  officials  in  developing  a  model  health  reform  pro- 
gram for  the  District  of  Columbia.  She  also  reported  the  results  of 
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a  survey  conducted  by  her  office  showing  that  "a  great  majority  of 
residents  of  the  District  of  Columbia  are  for  a  single-payer  plan." 


HEARING  ON  HEALTH  REFORM 


Monday,  April  19,  1993 

House  of  Representatives, 
Committee  on  the  District  of  Columbia, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:05  a.m.,  in  room  1310- 
A,  Longworth  House  Office  Building,  Hon.  Fortney  Pete  Stark 
(chairman  of  the  committee)  presiding. 

Present:  Representatives  Stark,  McDermott,  Norton,  and  Lewis. 

Majority  staff  present:  Broderick  D.  Johnson,  staff  director; 
Dietra  L.  Ford,  senior  legislative  associate;  Joan  V.  Middleton,  ad- 
ministrative officer;  Marvin  R.  Eason,  and  Rene  Carter,  staff  assist- 
ants; and  Doneg  McDonough  of  Mr.  Pete  Stark's  staff. 

Minority  staff  present:  Dennis  G.  Smith,  staff  director;  and  Rick 
Dykema,  staff  assistant. 

William  G.  Wren,  GPO  publication  specialist. 

The  Chairman.  Good  morning. 

The  Committee  on  the  District  of  Columbia  will  begin  a  hearing 
this  morning  on  the  coverage  and  access  of  health  insurance  in  the 
District  of  Columbia,  and  we  hope  that  this  discussion  will  help  us 
in  the  national  debate. 

We  would  like  to  focus  on  the  implications  for  the  District  resi- 
dents in  relation  to  cost  and  access  under  various  national  plans 
that  are  being  considered.  The  District  of  Columbia,  like  other 
urban  centers,  has  serious  health  insurance  coverage  and  access 
problems  and  some  more  severe  than  the  national  averages  might 
suggest.  Fourteen  percent  of  the  national  population  has  no  health 
insurance  coverage,  and  in  the  District  we  think  it  is  closer  to  25 
percent  of  the  residents  being  uninsured. 

Also,  I  would  like  to  make  just  a  definitional  statement  in  that 
in  my  lexicon  there  are  coverage  and  access;  I  think  it  is  important 
that  we  make  the  distinction.  Many  of  us  may  have  coverage  and 
no  access;  no  access  because  we  live  in  a  rural  community;  no 
access  because  we  have  medicaid  coverage  and  the  provider  will 
not  take  us;  there  is  a  variety  of  things.  Many  of  us  may  have 
access.  We  all  do  by  law  because  it  is  against  the  law  to  turn  some- 
body away  from  an  emergency  room,  but  you  still  may  not  have 
coverage  to  protect  you  from  the  financial  disaster,  if  that  is  the 
way  you  choose  to  enter  the  health  care  system. 

The  reasons  we  are  holding  this  hearing  are  to  identify  mecha- 
nisms that  would  improve  both  access  and  coverage  to  care,  and,  of 
course,  nationally  the  topic  is  to  restrain  health  care  costs. 

I  guess  also  at  the  onset  of  this,  I  would  like  to  suggest  that  this 
hearing  is  not  a  precursor  of  this  committee  beginning  to  tell  the 
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District  of  Columbia  government  how  to  run  their  show — I  think  it 
is  important  that  we  state  that  at  the  onset — any  more  than  the 
Federal  Government  may,  in  fact,  set  down  standards  for  the  50 
States  and  territories  if,  in  fact,  that  is  the  result  of  Federal  health 
reform. 

It  is,  however,  too  often  that  we  don't  look  beyond  our  own 
neighborhoods  and  our  own  experience  to  find  out  what  problems 
do  exist.  It  appears  to  me  that  we  have  an  opportunity  here  to 
learn  first  hand  how  a  variety  of  proposed  solutions  to  what  is  re- 
ferred to  as  the  problem,  the  problem  being  access  and  coverage 
denied,  and  the  other  side  of  that  problem  is  costs  escalating  at  12 
to  15  percent  a  year  when  we  are  in  an  area  of  flat  or  very  little 
inflation,  which  will  soon  drive  the  economy  into  complete  disaster 
if  we  don't  control  that. 

We  intend  to  hear  this  morning  from  the  members  of  the  Gov- 
ernment, providers  and  insurers,  and  we  are  going  to  attempt  to 
answer  two  questions:  One,  what  is  the  level  of  coverage  in  the  cur- 
rent system;  and,  two,  what  would  be  the  result  of  applying  a  varie- 
ty of  options  or  a  variety  of  solutions  to  hold  down  costs  and  pro- 
vide coverage.  How  much  of  that  information  we  will  feel  comforta- 
ble with  when  we  end  the  hearing  remains  to  be  seen,  but  I  look 
forward  with  some  enthusiasm  to  hearing  what  our  witnesses  will 
tell  us  this  morning  and  to  begin  to  get  into  focus  the  impact  on 
this  community — to  which  whatever  reform  is  decided  in  the  White 
House;  how  it  will  apply  here  and  how  it  will  work. 

[The  prepared  statement  of  the  chairman  with  attachment  fol- 
lows:] 
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Good  morning.  Today,  the  Committee  will  hear  testimony  concerning  health 
insurance  reform  in  the  District  of  Columbia,  and  through  this  contribute  to  the 
national  debate.  Our  attention  will  focus  on  the  implications  for  District  residents 
in  relation  to  cost  and  access  under  various  national  health  reform  options. 

The  District  of  Columbia,  hke  other  urban  centers,  has  serious  health 
insurance  and  access  problems,  problems  more  severe  than  simple  national 
averages  suggest.  Nationally,  fourteen  percent  of  the  population  has  no  health 
insurance  coverage.  In  the  District,  some  twenty-four  percent  of  residents  are 
uninsured.  Another  eighteen  percent  are  on  Medicaid. 

The  objectives  of  insurance  reform  ~  the  reasons  why  we  are  holding  this 
hearing  -- 1  hope,  are  to  identify  the  mechanisms  to  improve  access  to  care  and 
restrain  the  growth  in  health  care  costs.  What  we  are  striving  for  is  to  improve  the 
health  status  of  all  segments  in  our  society.  Indicators  such  as  hfe  expectancy 
differentials  and  infant  mortality  rates  highlight  the  health  deficit  the  District  is 
facing.  In  the  District,  there  is  an  almost  eight  year  difference  in  average  life 
expectancy  between  Blacks  and  whites.  The  infant  mortality  rate  in  the  District,  at 
21  deaths  per  thousand,  is  the  highest  in  the  country,  is  more  than  double  the  rate 
for  all  Americans,  and  is  18%  higher  than  the  average  for  Blacks  nationwide. 

In  terms  of  the  costs  of  health  care  and  the  burden  it  places  on  the  average 
family,  I  hope  that  we  all  agree  that  controlling  health  care  costs  must  be  a  central 
element  of  any  reform  package.  Taking  the  total  amount  of  spending  on  health  care 
and  comparing  that  against  the  median  family  income,  we  can  determine  the 
number  of  days  of  a  family's  earnings  it  takes  to  pay  for  health  care  costs.  In  1980, 
it  took  30  days.  By  1991,  it  took  44  days  --  an  increase  of  fifty  percent.  If  the  trend 
is  allowed  to  continue,  by  2002  it  will  take  a  family  at  the  median  income  an 
average  of  more  than  two  months  --  64  days  -  to  cover  the  costs  of  health  care.  This 
is  simply  not  sustainable  if  families  are  to  meet  all  their  basic  needs. 

The  agenda  for  today's  hearing  is  to  first  get  an  idea  of  the  current  level  of 
coverage  and  cost  of  health  insurance  in  the  District.  Who  is  covered?  Who  isn't? 
Who  provides  the  care?  Who  pays  for  the  care  of  the  uninsured?  Where  are  the 
providers  located?  Where  are  they  in  relation  to  the  residents? 

Once  the  groundwork  has  been  laid,  we  will  call  upon  a  series  of  witnesses  to 
comment  on  the  implications  for  District  residents  of  various  national  health 
insurance  reform  options.  A  panel  of  insurers  -  commercial  carriers  and  HMOs  — 
which  are  currently  writing  policies  in  the  District  of  Columbia,  a  panel  of  District 
hospital  representatives,  and  a  number  of  provider  organizations  will  field  questions 
and  help  illuminate  what  these  implications  may  be. 

While  the  hearing  will  focus  specifically  on  the  District  of  Columbia,  the 
information  gathered  from  this  hearing  will  be  useful  to  various  States  as  they 
consider  how  these  health  insurance  reform  proposals  might  be  implemented  in 
their  jurisdictions. 

As  you  are  aware,  there  are  numerous  proposals  to  reform  the  United  States 
health  insurance  system.  In  this  hearing,  we  will  consider  three  of  these.  These  are 
a  managed  competition  plan,  a  single  payer  model,  and  a  pay-or-play  proposal  with 
a  Medicare-for-adl  type  plan  as  the  public  plan  option. 

All  of  the  witnesses  participating  today  have  received  summaries  of  these 
health  reform  options.  We  have  also  placed  summaries  of  these  three  options  on  the 
table  in  the  back  of  the  committee  room. 
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The  Chairman.  Mrs.  Norton. 

Ms.  Norton.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  far  from  regarding  this  as  a  home-rule  issue,  it  is 
for  us,  welcome  to  have  your  special  attention  to  the  District  of  Co- 
lumbia on  health  care.  This  is  not  a  home-rule  issue,  this  is  a  na- 
tional issue,  and  health  care  can  be  solved  only  through  national 
legislation.  We  especially  welcome  it  in  the  District  of  Columbia 
where  we  are  fifth  from  the  bottom  in  health  insurance  coverage, 
and  yet  we  have  some  of  the  Nation's  great  teaching  hospitals,  we 
have  Howard  University,  which,  along  with  Meharry,  has  trained  a 
disproportionate  share  of  the  African  American  doctors  in  this 
country,  yet  this  city  has  a  hospital  crisis  and  a  health  care  crisis 
that  is  reminiscent  of  the  other  large  cities  of  the  country. 

I  must  tell  you,  Mr.  Chairman,  that  last  January,  or  January 
1992,  along  with  Members  from  across  the  country,  I  had  a  stand- 
ing-room-only town  meeting  on  health  care  where  the  interest  in 
health  care  was  across  the  board  from  providers  to  citizens  who 
waited  in  line  hours  simply  to  say  a  few  words  on  health  care  and 
the  needs  in  this  city. 

I  did  a  survey  which  showed  that  the  great  majority  of  the  resi- 
dents of  the  District  of  Columbia  are  for  a  single-payer  plan.  Mr. 
Chairman,  you  indicated  an  interest  in  perhaps  at  some  point,  a 
model  program  of  some  sort  for  the  District  of  Columbia.  I  want  to 
assure  you  that  is  something  that  I  am  sure  the  officials  of  the  Dis- 
trict of  Columbia  would  want  to  explore. 

The  District  of  Columbia  is  a  perfect  laboratory  for  such  explora- 
tion. It  is  a  large  city,  and  yet  it  is  a  manageable  one.  It  is  the  most 
visible  city  in  the  United  States.  So,  if  we,  in  fact,  move  as  a 
Nation  on  health  care  beginning  here,  we  send  a  message  to  other 
large  cities  on  this  vital  issue. 

Indeed,  I  have  a  letter  that  memorializes  a  conversation  I  have 
had  with  President  Clinton  asking  him  to  regard  the  District  of  Co- 
lumbia as  a  model  city  for  his  own  programs.  There  could  be  none 
more  important  to  begin  with  than  health  care. 

I  therefore  wish  to  thank  you  for  the  first  indication  that  the 
District  could  be  looked  at  as  a  special  case  that  might,  with  what 
we  do  with  health  care  here,  be  used  in  cities  and  communities 
around  the  country. 

Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  I  thank  the  gentlewoman  for  her  contribution. 

Dr.  McDermott. 

Mr.  McDermott.  Thank  you,  Mr.  Chairman. 

I  simply  want  to  say  that,  you  always  have  to  ask  yourself,  why 
does  somebody  from  Seattle  get  on  the  District  Committee?  I  was 
interested  in  getting  on  this  committee  because  I  always  thought 
that  Washington,  DC,  was  a  perfect  laboratory  for  demonstrating 
what  needed  to  happen  in  this  country  in  terms  of  health  care.  All 
the  problems  of  major  cities  are  here,  and  it  is  in  a  small,  confined 
area  where  we  could  actually,  I  think,  put  together  a  very  useful 
health-care  plan. 

I  am  additionally  concerned  as  I  watch  what  is  happening  in 
terms  of  jobs  in  this  country.  Last  month,  the  Labor  Department 
indicated  about  200,000  more  jobs  were  created  in  this  country, 
most  of  them  part-time.  Now  part-time  jobs,  by  and  large,  do  not 


have  benefits  attached  to  them,  and  the  problems  of  the  cities  of 
this  country,  including  Washington,  DC,  are  going  to  be  compound- 
ed by  this  change  in  the  job  market. 

Some  have  suggested  that  people  are  going  to  part-time  jobs  es- 
sentially to  avoid  giving  benefits,  and  if  that  be  true  this  problem 
is  going  to  spread  across  the  country  in  ways,  I  think,  that  we  have 
not  considered. 

So,  I  think  it  is  very  timely  that  you  are  having  these  hearings.  I 
want  to  do  everything  I  can  to  help  use  this  as  a  means  to  demon- 
strate what  the  real  problems  of  the  American  people  are  in  deal- 
ing with  the  health  care  system. 

Thank  you. 

The  Chairman.  Thank  you. 

Before  we  turn  to  our  first  panel,  I  would  like  to  inform  the 
Members  and  the  witnesses  that  the  record  will  remain  open  for  5 
business  days  after  our  hearing  today  to  allow  witnesses  wishing  to 
submit  additional  comments  or  indeed,  to  allow  Members  to  submit 
written  questions  to  some  of  the  witnesses  and  let  them  provide  ad- 
ditional data. 

Finally,  I  would  like  to  alert  Members  to  the  fact  that  we  will 
break  at  noon  for  an  hour  and  continue  to  finish  the  panel  and  the 
questioning  this  afternoon.  I  would  also  like  to  acknowledge  that 
Representative  Bliley  had  planned  to  be  here  and  was  unavoidably 
detained  and  will  have  material,  which  we  will,  without  objection, 
include  in  the  record. 

[The  prepared  statement  of  Mr.  Bliley  follows:] 
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Peter  Drucker,  one  of  the  foremost  authorities  on  management  in  modem  times,  once 
wrote,  "the  most  common  source  of  mistakes  in  management  decisions  is  the  emphasis  on 
finding  the  right  answer  rather  than  the  right  question."  There  is  both  a  great  deal  of  wealth 
and  a  great  deal  of  poverty  in  the  District  of  Columbia.  Workers  here  receive  one  of  the  highest 
average  salaries  in  the  nation.  Yet,  it  is  estimated  that  a  third  of  District  residents  either  rely 
on  Medicaid  for  their  health  insurance  or  have  no  insurance  at  all.  This  disparity  invites  many 
questions.  For  both  the  District  and  the  nation,  there  are  indeed  many  questions  which  need  to 
be  asked  before  embarking  on  the  path  to  health  care  reform.  I  anticipate  that  today's  hearing 
will  be  most  helpful  if  we  heed  Mr.  Drucker's  advice. 

It  is  important  to  fully  address  the  same  questions  which  have  remained  unanswered  since 
the  mid-1970s:  What  is  the  purpose  of  national  health  care  reform?  Is  the  purpose  to  control 
health  care  costs?  If  so,  are  you  willing  to  deny  medical  care  to  yourself  or  someone  else  in 
order  to  control  costs?  Is  it  to  provide  necessary  medical  care  to  individuals  whose  lives  are 
endangered  because  they  do  not  receive  the  care  they  need?  If  so,  what  are  the  reasons  people 
do  not  currently  participate  in  the  vast  health  care  delivery  system?  The  reasons  for  non- 
participation  clearly  have  policy  implications.  We  know,  for  example,  that  maternal  drug  abuse 
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has  had  a  profound  impact  on  the  infant  mortality  rate  here  in  the  District.  Will  a  switch  to  a 
national  single-payor  really  change  that? 

We  also  should  ask,  why,  despite  the  many  resources  present  in  the  District,  do  not  all 
pregnant  women  from  low-income  families  receive  the  services  they  need?  I  believe  that  the 
fragmented,  complex  public  health  service  delivery  system  which  Congress  has  established  here 
and  across  the  country  is  in  part  to  blame.  The  public  health  system  is  stuck  in  outdated 
management  theories.  Whether  intentional  or  not,  the  federal  government  has  tried  to 
manufacture  healthy  children  by  using  the  same  scientific  management  model  as  it  used  to  build 
bombers  in  World  War  11.  That  is,  it  broke  the  service  system  down  into  separate  categorical 
programs  among  program  specialists.  That  is  why,  in  part,  women  and  children  travel  all  over 
the  District  to  obtain  prenatal  care  from  one  provider,  WIC  services  from  another,  and  family 
planning  services  from  yet  another.  We  tend  to  measure  the  process  rather  than  what  really 
matters,  which  is  individual  client  outcomes.  For  example,  despite  the  presence  of  significant 
Hispanic  and  Asian  populations,  rice  has  not  been  an  approved  food  under  the  WIC  program  in 
the  District.    Federal  regulations  simply  discourage  innovation. 

Case  management  may  simply  be  an  expensive  Band-Aid  to  fix  a  problem  created  by  the 
fragmented  public  health  system.  I  have  been  a  strong  advocate  of  one-stop  shopping,  especially 
for  maternal  and  child  health  care,  but  we  need  to  go  further  in  restructuring  how  public  health 
services  are  delivered.  More  than  ever,  we  need  to  challenge  the  wasteful  bureaucracy  which 
consumes  much  of  the  resources  meant  to  serve  people. 

Is  the  purpose  of  health  care  reform  to  shift  public  subsidies  to  redress  perceived 
inequities  between  groups  whether  they  may  be  of  different  incomes,  employment  experiences, 


or  generations?  If  so,  must  the  entire  health  care  system  be  changed  to  accomplish  the  social 
welfare  goals  and  what  are  the  unintended  consequences?  We  know,  for  example  that  children 
living  with  only  one  parent  are  twice  as  likely  to  be  without  health  insurance  as  children  in  two- 
parent  families.  Will  we  somehow  encourage  an  increase  in  single-parent  families?  Homicide 
kills  half  of  the  District's  youths  who  are  between  the  ages  of  15  and  24.  Can  a  change  in  how 
the  health  care  bills  are  paid  really  change  that  tragedy? 

The  combinations  and  permutations  of  each  of  these  questions  are  nearly  endless.  It  is 
therefore  critical  to  know  exactly  where  change  will  take  us  before  we  go.  For  example,  the 
question  of  cost  control  requires  us  to  ask,  what  is  driving  up  health  care  costs?  Its  always 
popular  to  try  to  finger  a  villain  to  punish,  but  this  tactic  rarely  solves  the  problem. 

At  the  moment,  it  is  fashionable  to  blame  the  pharmaceutical  industry  and  the  use  of 
expensive  new  technologies  for  our  health  care  financing  woes.  But  the  truth  of  the  matter  is 
that  savings  as  well  as  costs  are  shared  among  health  care  components,  the  people  who  use 
them,  and  third  party  payors.  New  technologies,  including  new  drugs,  are  expensive  at  first, 
but  generally  effect  savings  in  the  long-term  as  they  become  accessible  to  more  people.  Few 
lives  were  saved  twenty  years  ago  when  heart  surgery  was  still  relatively  new.  But  technology 
has  made  surgery  both  safer  and  less  expensive. 

Consider  for  example  that  cardiac  catheterization  was  the  second  most  frequently 
performed  surgical  procedure  in  1990.  There  are  now  more  coronary  bypass  procedures 
performed  than  appendectomies  performed  each  year.  On  the  other  hand,  the  fastest  growing 
Medicaid  expenditures  are  not  "high  tech,"  but  rather  are  found  in  the  labor  intensive  services 
of  home  health  care  and  intermediate  care  facilities  for  the  developmentally  disabled. 
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The  discussion  of  health  care  reform  nearly  always  starts  with  how  much  Americans 
spend  on  health  care,  but  seldom  includes  how  much  we  value  it.  A  value  assessment  requires 
that  comparisons  be  made.  For  example,  personal  consumption  expenditures  for  health  care 
costs  increased  130  percent  in  constant  dollars  between  1970  and  1990.  The  rising  costs  are 
alarming,  but  how  do  we  decide  whether  we  spend  too  much?  In  1990,  Americans  spent  nearly 
twice  as  much  on  new  automobiles  than  they  did  for  the  life-saving  drugs  now  available.  We 
spend  less  on  hospitals  and  nursing  homes  than  we  do  on  clothing,  accessories,  and  jewelry. 
Americans  spend  more  on  dining  out  and  on  household  utilities  than  on  physician  services. 
Does  the  rate  of  increase  in  medical  costs  justify  federal  takeover  of  the  health  care  profession? 
If  so,  the  entertainment  industry  and  lawyers  better  watch  out.  Expenditures  on  radios, 
televisions,  records,  and  musical  instruments  increased  by  nearly  500  percent  in  constant  dollars 
between  1970  and  1990.  The  increase  in  legal  services  expenditures  is  91  percent  compared  to 
the  105  percent  increase  for  physician  services  for  this  period.  The  issue  is  not  that  health  care 
costs  will  continue  to  increase,  but  rather,  how  we  measure  the  value  of  care.  The  central  issue 
of  health  care  reform  is,  should  government,  rather  than  the  individual,  assess  the  value  of 
health  care  against  the  cost  of  it  and  control  access  to  the  care  we  want  for  ourselves  and  our 
families? 

Congress  and  the  President  are  at  grave  risk  of  repeating  the  mistake  of  the  Medicare 
catastrophic  insurance  "reform"  of  the  1980s.  The  lesson  of  that  debacle  is  that  the  people  who 
will  pay  for  the  cost  of  reform  must  receive  a  proportionate  benefit.  Workers  and  their  families 
will  always  ultimately  pay  the  health  care  bill  whether  in  higher  taxes,  higher  premiums,  higher 
health  care  costs,  and/or  in  lower  wages.  Working  families  do  not  pay  just  for  their  own  care, 
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but  also  for  those  who  cannot  afford  medical  services.  Before  government  takes  at  least  another 
$90  billion  out  of  their  pockeu  for  health  care  reform,  working  families  have  the  right  to  know 
what  real  benefits  they  will  receive  in  return  and  to  demand  that  the  federal  government  reduce 
its  own  administrative  costs  and  the  costs  it  forces  onto  state  and  local  governments  first. 

One  thing  that  is  clear  about  health  care  reform  is  that  however  the  costs  are  shifted 
among  households,  government,  and  business,  working  families  have  to  pay  for  all  of  the 
promises  we  make  to  the  American  people. 
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The  Chairman.  I  would  now  like  to  also  suggest  to  our  witnesses 
today  that  we  are  going  to  play  with  this  new  machine  here  in  an 
attempt  to  keep  all  of  us — the  chairman  needs  it  more  than 
anyone — to  some  kind  of  a  time  limit  so  we  can  have  a  lot  of  time 
for  questions.  We  will  and  do  have  your  prepared  testimony,  and  I 
think  there  will  be  a  lot  of  additional  information  that  Members 
would  like  to  develop  in  their  inquiries.  So,  I  hope  you  will  bear 
with  us.  Nothing  untoward — your  seats  are  not  wired,  so  nothing 
serious  happens  if  we  run  over,  but  it  will  just  help  us  all  to  move 
along  and  give  everybody  an  opportunity  to  inquire. 

With  that  rather  foreboding  welcome,  I  would  like  to  introduce 
our  first  panel  consisting  of  David  Coronado,  who  is  the  acting  com- 
missioner for  the  District  of  Columbia  Commission  on  Health  Care 
Finance.  He  shares  the  limelight  with  John  Shiels,  who  is  a  vice- 
president  of  Lewin/VHI.  These  are  people  who  are  in  the  nature  of 
rocket  scientists  and  crunch  all  kinds  of  numbers  and  give  us  all 
kinds  of  information  which  those  of  us  who  wander  in  the  health 
care  arena  are  often  amazed  by,  and  sometimes  disappointed  and 
pleased  by. 

So,  if  we  could  have  Mr.  Coronado  and  Mr.  Shiels  come  up  to  the 
witness  stand,  we  will  proceed.  Welcome,  gentlemen.  We  appreciate 
your  joining  us  this  morning.  Why  don't  we  start  off  with  Mr.  Coro- 
nado. 

If  you  would  like  to  expand  on  your  testimony  or  enlighten  us  in 
any  way  you  are  comfortable,  please  proceed. 

STATEMENTS  OF  DAVID  CORONADO,  ACTING  COMMISSIONER, 
DISTRICT  OF  COLUMBIA  COMMISSION  ON  HEALTH  CARE  FI- 
NANCE; AND  JOHN  SHIELS,  VICE-PRESIDENT,  LEWIN/VHI 

STATEMENT  OF  DAVID  CORONADO 

Mr.  Coronado.  Chairman  Stark,  members  of  the  committee,  I 
am  pleased  to  have  been  given  the  opportunity  to  appear  here 
before  you  today  to  address  this  hearing  on  health  care  reform  and 
the  implications  for  residents  of  the  District  of  Columbia. 

The  District  of  Columbia,  like  other  States  around  the  country,  is 
struggling  with  the  cost  of  the  commitment  that  it  has  made  to 
provide  or  provide  for,  the  health  care  of  its  most  vulnerable  citi- 
zens. Between  fiscal  year  1988  and  fiscal  year  1992,  the  District  saw 
the  cost  of  its  medicaid  program  increase  by  some  37  percent,  grow- 
ing from  $375  million  in  1988  to  $593  in  fiscal  year  1992. 

I  have  included  a  graph  that  demonstrates  the  increase  in  the 
program's  expenditures  over  the  period  as  attachment  1  in  your 
packet.  At  the  same  time,  the  number  of  clients  served  by  the  pro- 
gram increased  by  8.9  percent,  from  96,000  in  1988  to  106,000  in 
1992,  with  most  of  that  growth  occurring  in  the  last  2  years  of  the 
period.  The  growth  in  the  number  of  eligibles  is  demonstrated  in 
the  graphic  that  is  included  as  attachment  2. 

The  District  has  a  long  and  well  known  history  of  generous  sup- 
port for  health  care  programs  for  the  most  vulnerable  of  its  citi- 
zens. However,  cost  increases  of  the  magnitude  mentioned  here 
have  caused  the  District  to  reevaluate  its  support,  not  reevaluate  it 
with  an  eye  toward  reducing  either  the  number  of  citizens  for 
whom  it  provides  coverage  or  the  scope  of  the  services  covered  but, 
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rather,  with  an  eye  toward  ensuring  that  the  services  provided  are 
appropriate  and  that  they  are  provided  in  as  effective  and,  of 
course,  economical  a  manner  as  is  possible. 

Consequently,  we  have  been  introducing  measures  of  our  own  to 
control  costs  and  to  improve  access.  For  example,  I  have  a  copy  of  a 
press  release  that  I  would  like  to  have  entered  into  the  record  later 
from  Mayor  Kelly  that  speaks  of  two  task  forces  that  have  been 
created  to  improve  our  public  health  care  system  in  the  District. 

We  have  also  started  developing  a  plan  of  managed  care  for  our 
AFDC  and  AFDC-related  recipients,  and  we  are  also  reforming  the 
payment  methodologies  for  our  institutional  providers  in  the  med- 
icaid program.  In  addition,  we  have  also  been  studying  the  health 
care  reform  plans  of  other  States  and  the  national  plans  as  well, 
looking  for  an  approach  that  best  suits  our  needs,  and  we  were 
very  pleased  to  have  received  this  opportunity  to  participate  in  this 
discussion  of  the  three  health  care  proposals  under  consideration 
by  this  committee. 

In  fiscal  year  1992,  106,000  of  the  District's  589,000  residents 
were  covered  by  medicaid.  That  is  approximately  18  percent.  We 
are  forecasting  that  this  number  will  increase  to  112,000  in  fiscal 
year  1993.  Medicaid  recipients  live  in  all  of  the  District's  eight 
wards.  However,  given  the  income-related  nature  of  eligibility,  the 
greatest  number  live  in  wards  7  and  8,  which  have  the  lowest  per 
capita  income  level  among  all  wards,  and  the  fewest  in  ward  3, 
which  has  the  highest  per  capita  income.  The  specific  number  as  of 
January  of  this  year  by  ward  are  12,947  in  ward  1;  11,485  in  ward 
2;  989  in  ward  3;  8,016  in  ward  4;  14,423  in  ward  5;  12,609  in  ward 
6;  17,774  in  ward  7;  and  24,180  in  ward  8.  I  have  included  a  table 
that  shows  the  distribution  of  medicaid  families  and  individual  re- 
cipients by  ward  as  attachment  3. 

The  District's  medicaid  program  has  over  13,000  enrolled  provid- 
ers, including  hospitals,  physicians,  dentists,  nursing  facilities,  du- 
rable medical  equipment  providers,  and  almost  every  other  type  of 
health  care  provider  there  is.  Included  in  that  number  are  7,219 
enrolled  physician  providers,  of  whom  1,843  are  in  primary  care 
specialties. 

In  addition,  we  are  also  fortunate  enough  to  have  16  ambulatory 
health  care  centers  operated  by  the  District's  Commission  for 
Public  Health  enrolled  as  providers.  These  public  health  clinics  are 
scattered  throughout  the  city  and  really  serve  as  the  only  city-wide 
network  of  health  care  providers  that  we  have  for  medicaid. 

Medicaid's  institutional  providers  are  located  throughout  the 
city.  Although  their  distribution  is  not  ideal,  I  would  say  that  they 
are  well  enough  distributed  so  as  not  to  pose  a  major  access  prob- 
lem for  medicaid  clients.  However,  I  cannot  make  that  statement 
about  physician  providers,  particularly  those  in  primary  care  spe- 
cialties. 

I  have  attached  two  tables  that  should  give  you  a  clear  picture  of 
where  the  primary  care  physicians  are  in  relation  to  the  consum- 
ers. The  first  is  attachment  3,  which  we  spoke  of  earlier,  and  that 
is  the  table  that  shows  the  distribution  of  medicaid  recipients  by 
ward.  The  second,  which  is  included  as  attachment  4,  is  a  table 
that  shows  the  distribution  of  primary  care  providers,  including 
physicians,  enrolled  in  the  medicaid  program  by  location. 
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As  is  demonstrated  in  the  two  tables,  over  two-thirds  of  the  pri- 
mary care  physicians  practicing  in  the  District  are  located  in  wards 
1  and  2,  where  slightly  over  20  percent  of  the  District's  medicaid 
recipients  live,  while  less  than  10  percent  of  the  enrolled  primary 
care  physicians  are  located  in  wards  6,  7,  and  8,  where  just  over  50 
percent  of  the  District's  medicaid  recipients  live. 

We  are  concerned  here  in  the  District  about  ensuring  access  for 
our  most  vulnerable  residents,  and  we  are  doing  what  we  can  at 
the  moment  to  improve  the  health  care  system.  We  have  taken 
steps,  we  do  intend  to  take  further  steps,  and  we  welcome  the  op- 
portunity to  work  with  this  committee  with  any  plans  that  it  might 
have. 

Thank  you.  If  you  have  any  questions,  I  would  be  happy  to 
answer  them. 

[The  prepared  statement  of  Mr.  Coronado  with  attachments  fol- 
lows:] 
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Testimony  of  David  Coronado 
Presented  To  The  House  Committee  on  the  District  of  Columbia 

April  19,  1993 

Chairman  Stark,  members  of  the  Committee,  I  am  pleased  to  have  been  given  the 
opportunity  to  appear  here  before  you  today  to  address  this  hearing  on  health  care  reform  and 
the  implications  for  residents  of  the  District  of  Columbia.  The  questions  my  fellow  panelists  and 
I  were  asked  to  address  this  morning  center  around  two  major  topics,  the  current  state  of 
insurance  coverage  among  D.C.  residents  and  the  distribution  of  providers  and  how  both  might 
affect  health  care  reform.  The  Commission  that  I  head  is  responsible  for  administering  the 
District's  health  care  financing  programs,  including  the  Medicaid  program  and  two  state  funded 
programs  for  residents  who  are  not  eligible  for  the  Medicaid  program.  While  these  programs 
are  not  insurance  in  the  classical  sense,  they  do  provide  for  the  health  care  needs  of  a  significant 
portion  of  the  District's  population. 

The  District  of  Columbia,  like  other  states  around  the  country,  is  struggling  with  the  cost 
of  the  commitment  it  has  made  to  provide,  or  provide  for,  the  health  care  of  its  most  vulnerable 
citizens.  Between  fiscal  year  (FY)  1988  and  fiscal  year  1992  the  District  saw  the  cost  of  its 
Medicaid  program  increase  by  some  37  percent,  growing  from  $375  million  in  FY  1988  to  $593 
million  in  FY  1992.  I  have  included  a  graphic  that  demonstrates  the  increase  in  the  program's 
expenditures  over  the  period  as  Attachment  I.  At  the  same  time,  the  number  of  clients  served 
by  the  program  increased  by  8.9  percent,  from  96,976  in  1988  to  106,124  in  1992,  with  most 
of  that  growth  occurring  in  the  last  two  years  in  the  period.  The  growth  in  the  number  of 
eligibles  in  demonstrated  in  the  graphic  that  is  included  as  Attachment  II. 

The  District  has  a  long  and  well  known  history  of  generous  support  for  health  care 
programs  for  the  most  vulnerable  of  its  citizens.  However,  cost  increases  of  the  magnitude 
mentioned  here  have  caused  the  District  to  re-evaluate  this  support.  Not  with  an  eye  toward 
reducing  either  the  number  of  citizens  for  whom  it  provides  coverage,  or  the  scope  of  the 
services  covered,  but  rather  with  an  eye  toward  ensuring  that  the  services  provided  are 
appropriate  and  that  they  are  provided  in  as  economical  and  effective  a  manner  as  possible. 
Consequently,  we  have  been  introducing  measures  of  our  own  to  control  costs  and  improve 
access.  In  addition,  we  have  also  been  studying  the  health  care  reform  plans  of  other  states,  and 
the  national  plans  as  well,  looking  for  an  approach  that  best  suits  the  District's  needs  and  were 
pleased  to  receive  this  opportunity  to  participate  in  this  discussion  of  the  three  health  care 
proposals  under  consideration  by  this  Committee. 

With  this  in  mind  I  have  taken  the  liberty  of  answering  the  questions  that  I  understood 
would  be  asked  by  the  Committee  in  the  order  in  which  they  were  presented.  The  questions, 
and  my  answers  to  them  follow. 

HEALTH  INSURANCE  COVERAGE 

WHO  HAS  INSURANCE,  THROUGH  WHOM,  AND  AT  WHAT  COST?  In  FY  1992 
106,142  of  the  Districts  589,000  residents  were  covered  by  Medicaid.  We  are  forecasting  that 
this  number  will  increase  to  112,000  in  FY  1993.  An  additional  1,000  plus  were  covered  by 
the  District's  Medical  Charities  program  and  the  Insurance  Program  for  Persons  with  AIDS. 
In  FY  1992  the  District  spent  $593  million  for  services  provided  to  Medicaid  recipients.  In  FY 
1993  we  are  expecting  to  keep  program  expenditure  at  last  year's  level. 
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WHO  DOESN'T  HAVE  INSURANCE,  HOW  DO  THEY  GET  HEALTH  CARE,  AND 
HOW  IS  IT  PAID  FOR?  Eligibility  for  Medicaid  is  income  and  category  related.  In  other 
words,  to  become  eligible  it  is  not  enough  that  one  is  poor.  An  applicant  must  also  belong  to 
one  of  the  categories  included  in  the  federal  legislation  governing  the  program.  He  or  she  must 
either  be  a  member  of  a  family  receiving  Aid  to  Families  with  Dependent  Children  (AFDC),  or 
be  aged,  blind  or  disabled.  In  recent  years  the  categories  have  been  expanded  to  include  low 
income  pregnant  women  and  children  not  receiving  AFDC  and  the  elderly  whose  incomes  exceed 
the  federal  poverty  level,  but  are  below  1 10  percent  of  poverty.  As  a  result  of  the  categorical 
requirements,  men  between  the  ages  of  21  and  64  and  childless  women  in  the  same  age  bracket 
can  seldom  qualify  for  Medicaid,  regardless  of  their  income.  In  addition,  the  income  eligibility 
level  in  the  District  for  Medicaid  is  at  slightly  over  70  percent  of  the  federal  poverty  level  for 
most  Medicaid  recipients,  except  pregnant  women  and  children  and  the  elderly.  This  level  is 
much  higher  than  that  of  most  states,  but  it  is  still  low  enough  to  eliminate  all  but  the  poorest 
of  District  residents.  When  those  without  health  care  coverage,  whether  it  is  insurance, 
Medicaid  or  Medicare,  need  health  care  they  usually  seek  it  late  and  they  usually  seek  it  in  the 
public  sector.  For  example,  last  year  the  Commission  on  Public  Health's  ambulatory  health 
clinics  provided  over  32,042  pediatric  visits;  20,415  OB/Gyn  visits;  31,494  general  medicine 
visits  and  many  more  other  such  services  to  low  income  persons.  D.C.  General,  the  city's 
public  hospital,  also  provides  a  substantial  amount  of  its  services  to  the  uninsured. 

VkHO  ARE  THE  INSURERS  AND  HOW  MANY  ENROLLEES  DO  THEY  HAVE?  Again, 
the  District  provides  health  care  coverage  for  most  of  its  poor  residents  through  the  Medicaid 
program  and  two  other  small  programs  that  are  totally  state  funded,  the  Medical  Charities 
program  and  the  Insurance  Program  for  Persons  with  AIDS.  In  FY  1992  the  medicaid  program 
paid  had  106,124  enrollees,  the  Medical  Charities  program  slightly  over  1,000  and  the  Insurance 
Program  For  Persons  with  AIDS  43. 

HOW  DOES  THIS  VARY  BY  WARDS  OF  THE  DISTRICT?  Medicaid  recipients  live  in 
all  of  the  District's  eight  Wards.  However,  given  the  income  related  nature  of  eligibility,  the 
greatest  number  live  Wards  VII  and  VIII,  which  have  the  lowest  per  capita  income  levels  among 
all  the  Wards,  and  the  fewest  in  Ward  III,  which  has  the  highest  f)er  capita  income.  The  specific 
number  as  of  January  of  this  year  by  Ward  are  12,947  in  Ward  I;  1 1,485  in  Ward  II;  989  in 
Ward  III;  8,016  in  Ward  IV;  14,423  in  Ward  V;  12,609  in  Ward  VI;  17,774  in  Ward  VII;  and 
24,180  in  Ward  VIII.  I  have  included  a  table  that  shows  the  distribution  of  Medicaid  families 
and  individual  recipients  by  Ward  as  Attachment  III. 

HOW  HAVE  THE  PREMIUM  RATES  CHANGED?  None  of  the  beneficiaries  of  the 
District's  three  health  care  financing  programs  are  charged  a  premium  for  the  benefits  they 
receive. 
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HEALTH  CARE  PROVmERS 

HOW  MANT  PROVroERS  ARE  THERE?  The  District's  medicaid  program  has  over  13,000 
enrolled  providers,  including  hospitals,  physicians,  dentists,  nursing  facilities  durable  medical 
equipment  providers,  and  almost  every  other  type  of  health  care  provider  imaginable.  Included 
in  that  number  are  568  hospitals,  15  of  which  are  in  the  District;  71  nursing  facilities,  16  of 
which  are  in  the  District;  and,  118  Intermediate  care  Facilities  for  the  Mentally  Retarded,  all  of 
which  are  located  in  the  District.  The  program  also  has  7,219  enrolled  physician  providers,  of 
whom  1,843  are  in  primary  care  specialties.  In  addition,  v.'e  also  are  fortunate  enough  to  have 
16  ambulatory  care  health  centers  operated  by  the  District's  Commission  for  Public  Health 
enrolled  as  providers. 

WHERE   ARE   THE   PROVIDERS   LOCATED   IN  RELATION   TO   CONSUMERS? 

Medicaid's  institutional  providers  are  located  throughout  the  city.  Although  their  distribution 
is  not  ideal,  I  would  say  they  are  well  enough  distributed  throughout  the  city  so  as  not  to  pose 
a  major  access  problem  for  Medicaid  clients.  However,  I  cannot  make  that  statement  about 
physician  providers,  particularly  those  in  the  primary  care  specialties.  I  have  attached  two  tables 
that  should  give  you  a  clear  picture  of  where  the  primary  care  physicians  are  in  relation  to  the 
consumers.  The  first,  Attachment  III  is  the  table  that  I  indicated  earlier  shows  the  distribution 
of  Medicaid  recipients  by  Ward.  The  second,  which  is  included  as  Attachment  IV,  is  a  table 
that  shows  the  distribution  of  primary  care  providers,  including  physicians,  enrolled  in  the 
Medicaid  program  by  location.  As  is  demonstrated  in  the  two  tables,  over  two  thirds  of  the 
primary  care  physicians  practicing  in  the  District  are  located  in  Wards  I  and  n,  where  slightly 
over  20  percent  of  the  District's  Medicaid  recipients  live,  while  less  than  10  percent  of  the 
enrolled  primary  care  physicians  are  located  in  Wards  VI,  VII  and  VIII,  where  just  over  50 
percent  of  the  District's  Medicaid  recipients  live.  I  would  point  out  though,  that  there  are  other 
Medicaid  primary  care  providers  who  also  serve  the  Medicaid  population.  For  example,  seven 
(7)  of  the  sixteen  (16)  ambulatory  health  care  clinics  operated  by  the  Commission  for  Public 
Health  are  located  in  the  Wards  VI,  VII  and  VIII  where  most  Medicaid  recipients  live.  You  will 
also  see  that  there  is  a  network  of  clinics  spread  across  the  city,  with  at  least  one  clinic  located 
in  each  Ward. 

IS  THERE  DIFTICULTY  IN  ACCESSING  PROVIDERS  FOR  RESIDENTS  IN  CERTAIN 
WARDS  OF  THE  DISTRICT?  Again,  in  general  Medicaid  recipients  do  not  have  a  problem 
accessing  providers.  However,  if  the  question  is  directed  specifically  at  primary  care  providers, 
I  would  have  to  say  that  access  can  be  a  problematic  for  recipients  in  Wards  VI,  VII  and  VIII. 
The  Medicaid  program  does  pay  for  transportation  and  one  could  argue  that  the  city's  public 
transportation  system  is  well  enough  developed  to  eliminate  any  difficulties  that  a  Medicaid 
recipient  might  face  in  getting  from  Ward  VIII  to  Ward  II  for  a  medical  appointment. 
Nevertheless,  the  reality  is  that  most  Medicaid  recipients  are  mothers  with  small  children  and 
no  car,  or  other  means  of  transportation.  To  them  a  medical  appointment  in  Ward  I  or  II  would 
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probably  mean  taking  those  children  on  a  bus  trip  of  an  hour  or  more  each  way  that  probably 
involves  several  transfers  to  get  to  an  appointment  where  they  have  to  wait  30  minutes  to  an 
hour  to  be  spend  15  minutes  with  a  doctor.  Faced  with  the  that  prospect,  I  would  suspect  that 
most  recipients  might  not  choose  to  make  or  keep  the  appointment  unless  they,  or  their  child, 
are  really  ill. 

WOULD  YOU  SAY  THERE  IS  A  MISMATCH  OF  PROVIDERS  IN  THE  CITY'S 
WARDS?  Yes,  I  would  say  that  there  is  a  mismatch  of  providers  in  the  District  of  Columbia. 

W  OULD  YOU  SAY  THAT  IF  EVERYONE  ES  THE  DISTRICT  OF  COLUMBIA  WERE 
PROVIDED  A  MEDICARE  PACKAGE  OF  BENEnTS  TOMORROW,  THAT  THERE 
W  OULD  BE  SOME  AREAS  OF  THE  DISTRICT  WHERE  PRIMARY  CARE  SERVICES 
WOULD  NOT  BE  AVAILABLE?  The  experience  in  the  Medicaid  program  has  made  it  clear 
that  having  a  source  of  payment  does  not  necessarily  guarantee  access  to  a  provider.  I  would 
suspect  that  at  least  for  the  short  term,  we  would  find  a  similar  experience  if  a  Medicare  package 
of  benefits  were  provided  to  all  District  residents  tomorrow. 

HOW  MUCH  MORE  FINANCIAL  AID  WOULD  BE  NEEDED  TO  PROVIDE  PRIMARY 
CARE  SERVICES  TO  EVERYONE?  I  would  hesitate  to  even  speculate  about  the  cost 
without  first  knowing  the  full  extent  of  the  benefit  package  and  the  population  to  whom  it  would 
be  provided.  However,  I  have  estimated  that  it  would  cost  the  District  approximately  $25 
million  appropriated  dollars  to  develop  a  sliding  scale  Medicaid  buy-in  program  for  pregnant 
women  and  children  in  families  with  incomes  at  or  below  250  percent  of  the  federal  poverty 
level. 

I  would  be  pleased  to  answer  any  questions  you  might  wish  to  ask. 
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The  Chairman.  Thank  you. 

This  is  an  embarrassment  to  the  Chair,  but  you  can  help  me.  I 
am  looking  at  maps  up  here.  Generally  I  know  where  wards  7  and 
8  are,  and  I  generally  know  where  1  and  2  are  as  I  look  at  these 
teeny  maps.  As  a  practical  matter,  for  somebody  living  way  out 
Pennsylvania  Avenue,  say,  to  get  to  this  area  of  1  and  2  where  all 
the  docs  are,  what  is  involved?  Quick  buses?  Can  I  get  on  the  metro 
and  get  to  where  I  need  to  go?  Give  me  an  idea. 

Mr.  CoRONADO.  Well,  as  a  practical  matter,  we  have  to  remember 
that  most  medicaid  recipients  are  women  with  small  children.  So 
what  usually  is  involved  if  you  are  coming  from  ward  7  or  8  is  sev- 
eral bus  rides.  Generally,  it  is  an  hour  or  more  each  way,  and  if 
you  consider  that  it  involves  dressing  and  moving  small  children 
around,  then  getting  to  a  doctor's  appointment,  where  you  probably 
have  to  wait  30  to  45  minutes  or  maybe  an  hour  to  see  the  doctor 
for  15  minutes,  it  is  a  daunting  task. 

The  Chairman.  I  understand,  OK.  You  have  two  clinics,  one  in 
ward  7  and  one  in  ward  8.  So  it  is  not  like  walking  from  here  down 
to  the  Mall. 

Mr.  CoRONADO.  Not  at  all. 

The  Chairman.  It  is  not  getting  on  metro  and  going  from  here  to 
the  Federal  Center. 

Mr.  CoRONADO.  No.  Actually,  it  is  quite  difficult  for  some  medic- 
aid recipients  to  get  care,  particularly  those  who  live  east  of  the 
Anacostia  River. 

The  Chairman.  Why  don't  we  go  ahead,  Mr.  Shiels,  and  hear 
your  testimony — I  am  sorry — and  then  all  of  us  can  inquire  of  both 
of  you. 

Thank  you  for  the  geography  lesson. 

STATEMENT  OF  JOHN  SHIELS 

Mr.  Shiels.  Thank  you.  It  is  a  pleasure  to  be  here  this  morning. 

In  the  past  several  years,  we  have  done  a  number  of  studies  of 
access  in  the  District  of  Columbia  for  the  District  Hospital  Associa- 
tion. The  material  that  I  am  going  to  present  here  today  summa- 
rizes some  of  the  key  findings  of  these  several  studies.  Before  I 
start,  I  would  like  to  credit  Ms.  Ann  Zvikas  and  Mr.  John  Billings 
for  some  of  the  very  innovative  work  they  have  done  in  putting  to- 
gether this  material. 

There  are  about  530,000  residents  in  the  District  of  Columbia,  of 
whom  127,000  are  uninsured.  Those  are  the  most  recent  figures 
available.  Nearly  25  percent  of  the  District  population  is  unin- 
sured. This  compares  with  a  national  average  of  about  14  percent 
and  an  average  of  about  12  percent  in  the  neighboring  States. 

The  uninsured  in  the  District  are  primarily  nonwhite  and  His- 
panic; 26  percent  of  nonwhites  are  uninsured,  and  the  data  reports 
that  70  percent  of  Hispanics  are  without  insurance  coverage.  One 
in  four  children  in  the  District  is  without  insurance.  In  fact,  nearly 
30  percent  of  the  uninsured  are  children. 

Of  course,  the  lack  of  insurance  tends  to  track  with  income;  45 
percent  of  the  uninsured  in  the  District  of  Columbia  have  incomes 
below  one  and  a  half  times  the  poverty  level.  However,  income  does 
not  appear  to  be  the  only  barrier  to  insurance  coverage;  22  percent 
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of  the  uninsured  in  the  District  report  incomes  of  300  percent  of 
poverty  or  more. 

How  does  the  lack  of  insurance  coverage  affect  access  to  care  for 
the  uninsured?  In  fact,  the  uninsured  consume  quite  a  bit  of  health 
care  resources  in  this  city.  Total  spending  for  health  services  in 
1990  for  District  residents  we  estimate  to  be  about  $1.5  billion. 
That  is  total  spending  from  all  sources;  18  percent  of  that  is  attrib- 
uted to  uninsured  persons. 

Unfortunately,  the  care  these  individuals  are  receiving  often 
comes  too  late  to  avoid  preventable  hospital  conditions — expensive, 
preventable  hospital  conditions.  The  care  often  does  not  come  until 
the  individual's  condition  has  become  acute  and  the  individual  ap- 
pears in  the  emergency  room.  This  is  a  great  financial  burden  for 
District  hospitals.  Hospital  uncompensated  care  was  about  $202 
million  in  1991.  That  equals  about  13  percent  of  hospital  costs. 

Much  of  the  problem  is  due  to  the  lack  of  primary  care  services 
for  the  uninsured.  In  a  survey  of  uninsured  persons  using  hospital 
emergency  rooms  conducted  by  Lewin  in  1988,  40  percent  of  the 
people  interviewed — these  are  uninsured  persons  now — said  they 
had  problems  obtaining  primary  care.  Of  these,  62  percent  said  the 
barrier  was  financial;  10  percent  said  they  didn't  know  where  to  go 
for  the  care;  and  11  percent  indicated  that  transportation  was  a 
problem. 

One  in  five  of  the  uninsured  who  used  the  emergency  room  re- 
ported a  delay  in  seeking  treatment.  About  41  percent  of  all  non- 
OB  and  nontrauma  hospital  admissions  in  the  District  were  for 
what  we  have  termed  to  be  medically  avoidable.  That  is,  these 
people  were  admitted  for  conditions  that  could  have  been  avoided 
had  they  received  timely  and  appropriate  primary  care — for  exam- 
ple, people  admitted  for  conditions  related  to  untreated  diabetes  or 
hypertension. 

These  medically  preventable  admissions  occur  primarily  in  the 
lowest  income  areas  of  the  city.  For  example,  if  you  look  at  table  1 
on  page  10  of  my  testimony,  63  percent  of  the  hospital  admissions 
for  persons  in  the  Congress  Heights  area — now  this  excludes  OB 
and  nontrauma  cases — 63  percent  of  these  cases  in  that  area  were 
termed  medically  avoidable. 

If  you  will  turn  to  map  1,  which  is  on  page  13  of  my  testimony, 
we  have  marked  the  five  lowest  income  areas  in  the  District.  They 
include  Adams  Morgan,  which  has  a  very  large  Hispanic  popula- 
tion; Trinidad-Ivy  City  area,  which  is  in  lower  Northeast  DC;  and 
the  three  areas  across  the  Anacostia  River.  Two  of  these  areas — the 
Adams  Morgan  area  and  the  Anacostia  area — include  areas  that 
have  been  designated  as  health  profession  shortage  areas  by  the 
Bureau  of  Health  Care  Delivery  Assistance.  These  are  areas  where 
there  is  an  objective  criterion  used  to  determine  whether  an  area 
has  a  sufficient  number  of  physicians.  Infant  mortality  rates  is  one 
of  the  factors  that  is  taken  into  consideration.  In  fact,  15  percent  of 
District  residents  live  in  an  area  that  has  been  designated  a 
HPSA — health  profession  shortage  area. 

But  is  there  a  shortage  of  physicians  in  the  District?  Strictly 
speaking,  no.  In  fact,  the  number  of  providers  per  capita  in  the  Dis- 
trict— number  of  primary  care  providers  per  capita  in  the  Dis- 
trict— is  actually  twice  the  national  average.  The  problem  is  more 
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one  of  a  maldistribution  of  physicians  or  providers  within  the  Dis- 
trict. 

Many  physicians  locate  in  higher  income  areas  and  serve  many 
of  the  suburban  populations — northern  Virginia  and  suburban 
Maryland.  Physicians  find  it  difficult  to  locate  in  low-income  areas 
first  of  all  because  there  is  a  lot  of  uninsured  persons  who  can't 
afford  to  pay  for  the  care.  Many  of  the  individuals  who  live  in 
these  areas  are  covered  under  medicaid,  yes,  but  medicaid  payment 
rates  are  substantially  less  than  in  the  private  sector.  In  fact,  they 
are  up  to  60  percent  less. 

Also,  if  you  are  going  to  locate  in  one  of  these  areas,  it  is  very 
difficult  to  attract  populations  from  suburban  Maryland  and  north- 
ern Virginia  to  come  into  these  lower  income  areas  and  use  facili- 
ties in  those  areas.  So  it  is  very  difficult  to  round  out  your  case 
load  with  a  good  payer  mix  if  you  are  located  in  those  areas. 

In  response  to  these  shortages,  public  and  private  organizations 
have  established  networks  of  clinics  throughout  the  city,  and  if  you 
look  at  map  2,  which  is  on  page  14  of  my  testimony,  it  shows  you 
the  location  of  the — I  believe  there  are  about  23  public  and  private 
clinics  located  in  the  city.  If  you  look  closely,  though,  you  will  see 
that  it  appears  that  an  expansion  of  clinic  services  in  the  areas 
across  the  Anacostia  River  might  be  the  next  place  for  us  to  turn 
our  attention.  One  of  the  HPSA's  is  located  in  Anacostia,  the  larg- 
est one,  across  the  river. 

I  was  also  asked  to  discuss  the  cost  of  health  care  in  the  District. 
There  is  an  acute  lack  of  data  on  these  sorts  of  things,  and  we  have 
to  resort  to  what  you  have  referred  to  as  rocket  science.  I  would 
refer  to  it  as  rocket  art  because  the  data  is  rather  poor. 

But  based  on  our  rocket  art  and  what  data  is  available,  we  esti- 
mate that  in  1990  per  capita  health  spending  in  the  District  was 
about  $2,548  per  person.  That  compares  to  $2,400  nationwide.  I  be- 
lieve that  is  figure  10. 

The  District  of  Columbia  ranks  eighth  highest  in  per  capita 
spending  by  these  measures  when  compared  to  the  other  States. 
Health  spending  in  the  District  is  projected  to  grow  to  about  $6,330 
by  the  year  2000. 

The  Chairman.  Suppose  you  had  to  kick  that  up  to  $2,500  by  a 
third.  If  you  have  25  percent  of  the  people  uninsured,  arguably 
nobody  is  paying  for  them.  So  if  you  really  want  to  talk  about  what 
the  per  capita  expenditure  through  a  payment  system  is — let's  say 
it  is  $3,000.  I  can't  do  this  with  my  shoes  and  socks  on. 

Mr.  Shiels.  In  this  figure,  we  have  put  a  value  on  the  care  that 
is  being  provided  today. 

The  Chairman.  But  in  the  billion  and  a  half  you  gave  me,  if  you 
divide  that  by  500,000 — and,  again,  I  have  to  do  this  just  to  fit  my 
mental  slide  rule — I  get  $3,000  a  head  for  500,000  people.  But  if  you 
are  looking  at  what  goes  through  the  normal  payment  program, 
only  75  percent  of  the  people  are  insured.  So  basically  you  could 
say  that  we  are  charging  people,  if  the  insurance  companies  come 
out  even,  with  insurance  $4,000,  and  the  system  is  swallowing 
through  uncompensated  care  and  charity  care — is  that  a  fair 

Mr.  Shiels.  Well,  I  think  the  real  problem  here — we  are  getting 
into  the  rocket  art.  In  the  figures  I  just  quoted  you,  I  left  out  long- 
term  care  deliberately,  and  I  left  out  administrative  costs. 
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The  Chairman.  There  is  precious  Utile  of  that  though. 

Mr.  Shiels.  Yes. 

The  Chairman.  Is  it  3,000  beds  maximum? 

Mr.  Shiels.  These  are  consistently  defined  figures  over  time. 
That  is  the  reason  I  drew  on  them.  But  I  can  see  why  for  this  pur- 
pose we  should  have  used  the  broader  definition. 

The  Chairman.  No.  I  guess  I  am  just  trying  to  sort  out  the  differ- 
ence between  somebody  with  health  insurance  or  in  a  program — 
medicaid,  medicare,  private  insurance — and  then  those  uninsured 
people.  They  personally  don't  pay.  The  system  swallows  those  costs 
and  passes  it  on  through  real  estate  taxes  or  we  pay  for  it  in  higher 
insurance  costs.  I  was  just  trying  to  see  what  that  would  amount 
to. 

Mr.  Shiels.  I  think  you  have  made  the  key  point.  This  care,  it 
occurs,  it  costs,  and  somebody  has  to  pay  for  it.  The  people  who  are 
paying  for  it,  of  course,  are  people  who  have  insurance.  The  hospi- 
tals, the  providers,  have  no  choice  but  to  pass  it  on  to  other  payers 
in  the  form  of  higher  charges. 

But  the  relative  comparisons  are  very  important.  The  District  of 
Columbia  ranks  eighth  highest  nationwide  when  compared  to  the 
other  States  in  terms  of  per  capita  spending.  Spending  for  the  Dis- 
trict in  1991  was  $1.5  billion.  Interestingly,  65  percent  of  that  was 
paid  for  by  public  programs.  This  includes  medicare,  medicaid,  and 
a  number  of  public  programs  that  are  funded  by  the  District  and 
some  other  Federal  programs;  the  Federal  clinics.  By  comparison, 
nationwide,  38  percent  of  these  health  care  services  are  paid  for  by 
public  programs. 

I  would  like  to  take  a  moment  before  I  close  to  put  things  in  per- 
spective here.  Let  us  remember  that  the  District  of  Columbia  is  pri- 
marily an  urban  center.  Many  of  the  other  States  that  we  have 
compared  the  figures  tc  here  have  suburban  populations,  they  have 
a  mix  of  populations.  Many  of  the  higher  income  people  who  make 
their  living  in  the  District,  of  course,  live  outside  of  the  District. 

So  the  figures  here  may  be  making — because  we  are  looking  at 
just  an  urban  center,  they  may  make  the  District  of  Columbia  look 
a  little  worse,  according  to  a  number  of  these  standards,  than  we 
really  should  conclude  here.  In  fact,  the  District  of  Columbia,  un- 
fortunately, is  probably  fairly  typical  of  many  major  urban  centers 
around  the  country. 

I  want  to  thank  you  for  inviting  me  today,  and  it  is  a  pleasure  to 
testify  before  you  again,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Shiels  with  attachments  follows:] 
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INSURANCE  COVERAGE  AND  HEALTH  SPENDING 
IN  THE  DISTRICT  OF  COLUMBIA 


'  Testimony  by 

John  Sheils 

before  the 

Committee  on  the  District  of  Columbia 

April  19,  1993 

My  name  is  John  Sheils.  1  am  a  vice  president  with  Lewin-VHI,  a  Washington-based 
consulting  firm,  specializing  in  health  care  financing  issues.  Lewin-VHI  has  conducted  a  number 
of  studies  regarding  insurance  coverage  and  access  in  the  District  of  Columbia.  In  particular,  in 
a  study  performed  jointly  with  Mr.  John  Billings,  we  examined  the  relationship  between  the  lack 
of  insurance  coverage  and  hospitalizations  for  conditions  which  could  have  been  avoided  with 
adequate  preventive  care.  I  have  been  asked  to  provide  background  materials  on  insurance 
coverage  and  health  spending  in  the  District  of  Columbia.  I  would  like  to  thank  Ms.  Michelle 
Snyder  of  Lewin-VHI  who  worthed  so  hard  to  research  these  materials. 

Our  discussion  covers: 

The  characteristics  of  the  uninsured  in  the  District  of  Columbia 

Access  to  health  services  for  uninsured  persons  in  the  District  of  Columbia 

Physician  supply  in  the  District  of  Columbia 

Health  expenditures  for  insured  and  uninsured  persons  in  the  District 

The  characteristics  of  wori<ers  without  coverage  on  their  job 

The  available  data  on  these  issues  is  presented  below. 

93LF0209  LEWIN-VHI,  INC. 
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A.         UNINSURED  PERSONS  IN  THE  DISTRICT  OF  COLUMBIA 

The  number  of  uninsured  persons  in  the  District  of  Columbia  increased  from  97,000 
persons  in  1987  to  127,000  persons  in  1991  (Table  1).  Today,  nearly  one  in  four  (24  percent) 
persons  living  in  the  District  is  without  health  insurance  (Figure  1).  This  compares  with  an 
average  of  14  percent  nationwide  and  an  average  of  12  percent  in  surrounding  states  (Figure  2). 
The  percentage  of  persons  without  insurance  in  the  District  of  Columbia  is  higher  than  in  any  of 
the  50  states,  although  it  is  fairly  typical  of  many  urban  areas. 


TABLE  1 
PERSONS  BY  SOURCE  OF  INSURANCE  IN  THE  DISTRICT  OF  COLUMBIA  IN  1992 


rr^ — r:: --i-''  < — • — r— 

PERSONS 
,-  ^    [in  thousands]  ;^; 

PERCENT 

TOTAL  PERSONS 

530 

100.0% 

Uninsured 
Insured 

127 
403 

24 
76 

EMPLOYER  INSURANCE 

257 

48.5 

Workers 

Dependents 

Retirees 

156 
82 
19 

29.4 

13.5 

3.6 

Non-Group 

52 

9.8 

CHAIV1PUS  or  Military 

16 

3.0 

Medicaid 

77 

14.5 

Medicare 

63 

11.9 

Numbers  do  not  sum  to  total  because  some  individuals  have  coverage  from  more  than 
one  source. 

SOURCE:        Lewin-VHl  analysis  of  the  District  of  Columbia  subsample  of  the  1 992  CPS 
data. 
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The  uninsured  in  the  District  are  disproportionately  non-white  and  Hispanic  (Figure  3). 
Twenty-six  percent  of  non-whites  are  uninsured  and  70  percent  of  Hispanics  are  uninsured 
(Hispanics  include  resident  aliens). 

Twenty-eight  percent  of  all  uninsured  persons  in  the  District  are  children  under  age  19. 
Among  children  under  age  19,  25.6  percent  are  uninsured.  However,  the  lack  of  insurance  is 
greatest  among  young  adults.  Nearly  35  percent  of  persons  aged  19  through  24  are  uninsured 
(Figures  4  and  5). 

Over  one-third  of  the  poor  and  non-poor  (i.e.,  persons  below  150  percent  of  poverty)  in 
the  District  are  uninsured  (Figure  6).  The  poor  and  non-poor  comprise  about  45  percent  of  the 
uninsured  population.  However,  income  does  not  appear  to  be  the  only  barrier  to  insurance 
coverage.  For  example,  about  22  percent  of  the  uninsured  in  the  District  have  incomes  in  excess 
of  300  percent  of  poverty  (Figure  7). 

B.         ACCESS  FOR  UNINSURED  PERSONS 

The  lack  of  insurance  has  created  barriers  to  access  for  primary  care  services  and  has 
placed  an  ever  increasing  strain  on  District  hospitals.  Many  of  the  uninsured  frequently  seek  and 
obtain  all  types  of  health  care  in  hospitals  and  hospital  emergency  rooms,  mainly  because  they 
have  limited  access  to  primary  care  services.  This  generated  nearly  $202  million  in  charity  and 
bad  debt  for  District  hospitals  in  1991.  In  fact,  charity  and  bad  debt  were  equal  to  atiout  13 
percent  of  hospital  operating  costs  in  that  year. 
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Figure  4 
Over  25%  of  Children  in  the  District 
of  Columbia  are  Uninsured 
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Less  than  19  19.24  25-34  35-44  45-54  55-64 


Figure  5 
28  Percent  of  D.C.'s  Uninsured  are  Children 


23% 


19-24 
12% 


*   25-34 


Source:  Lewin-VHI  analysis  of  the  District  of  Columbia  subsample  of  the  1992  Current 
Population  Survev  (CPS)  data. 
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Figure  6 
Over  36  Percent  of  the  District  of  Columbia's 
Poor  are  Uninsured 
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Figure  7 
Over  45%  of  D.C.'s  Poor  Have  Incomes  Below 

1 50%  of  Poverty 
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Income  as  a  Percent  of  Poverty 

Source;  Lewin-VHI  analysis  of  the  District  of  Columbia  subsample  of  the  1992  CPS. 
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In  a  1988  survey  of  uninsured  persons  entering  District  emergency  rooms,  about  40 
percent  reported  having  problems  obtaining  primary  care  services.  Of  those  who  report  an 
access  problem: 


62  percent  say  the  problem  is  financial; 
18  percent  say  they  were  dissatisfied  with  previous  care; 
12  percent  say  they  were  not  sure  they  needed  care; 
11  percent  say  they  had  a  transportation  problem;  and 
10  percent  say  they  didn't  know  where  to  go. 


About  19  percent  of  the  uninsured  admitted  to  hospitals,  report  a  delay  in  seeking  treatment  (43 
percent  of  those  because  of  financial  problems). 

An  analysis  of  hospital  admission  data  for  these  patients  indicates  that  many  of  them 
might  not  have  needed  to  be  hospitalized  if  they  had  had  access  to  primary  care  services  earlier 
in  their  illnesses.  One  particularly  disturbing  fact  is  that  about  30  percent  of  all  uninsured  people 
who  were  admitted  to  hospitals  during  the  survey  period  suffered  from  some  chronic  illness,  such 
as  respiratory  disease,  diabetes,  hypertension,  or  alcoholism;  conditions  that  lend  themselves  to 
management  in  outpatient  settings.  What  is  more  disturbing  is  that  two-thirds  of  these  chronically 
ill  people  might  have  been  able  to  prevent  their  hospitalizations  had  they  found,  and  complied 
with,  necessary  primary  care  sen/ices. 

About  24  percent  of  all  uninsured  hospital  admissions  and  36  percent  of  all  non-obstetric, 
non-trauma  uninsured  admissions  were  considered  medically  preventable,  had  the  patient 
received  timely  primary  care  (and  complied  with  medical  advice).'  Sixty-three  percent  of  the 
medically  preventable  admissions  had  a  chronic  medical  condition.  A  disproportionate  share  of 
medically-preventable  admissions  occur  in  low-income  areas  of  the  District  (Table  2).  Moreover, 
about  83  percent  of  the  uninsured  admitted  to  a  hospital  were  admitted  on  an  emergency  basis. 


'      DCHA  Prospective  Uninsured  Patient  Survey  conducted  by  Lewin-VHI  during  ttie  spring  of  1988. 
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TABLE  2 

MEDICALLY  "PREVENTABLET AVOIDABLE"  ADMISSIONS 

DISTRICT  RESIDENTS 


PERCENT  (^ADMISSIONS  ^      " 
DEFmiTELY/PROBABLY  MEDICALLY 
:     •PREVENTABLE"/"  AVOIDABLE- 

■"    MEDIAN 
■84COHE  1»0  , 

Congress  Heights 

63.0% 

$12,926 

Benning  Heights 

54,8 

13,257 

Trinidad/Ivy  City 

53.9 

14,169 

Anacx>stia 

48.7 

14,142 

Adams  Morgan 

32.4 

11,828 

Colonial  Heights/Petworth 

30.0 

16.863 

All  other  areas 

26.8 

$21,436 

DISTRICT  TOTAL 

41.5% 

$18,191 

•  Non-OB,  non-trauma  admissions  only. 

SOURCE:  DCHA  Prospective  Uninsured  Patient  Survey  conducted 

by  Lewin-VHI,  1988. 


C. 


PROVIDER  SUPPLY 


Our  survey  of  uninsured  patients  suggests  that  there  are  substantial  primary  care  access 
problems  in  the  District.  The  data  suggests  that  the  problem  is  not  a  shortage  of  physicians. 
There  are  an  average  of  4.9  physicians  per  1 ,000  persons  in  the  District  compared  with  a  national 
average  of  about  2.0  physicians  per  1 ,000  persons  (Figures  8  and  9).  Although  only  29  percent 
of  physicians  in  the  District  are  primary  care  providers,  the  number  of  primary  care  providers  per 
person  in  the  District  is  about  twice  the  national  average.  It  is  important  to  note,  however,  that 
these  per-capita  physician  figures  overstate  the  physician  supply  in  the  District  because  many 
individuals  in  suburban  Maryland  and  northern  Virginia  rely  upon  District  physicians  for  their  care. 

Physicians  in  the  District  tend  to  locate  in  the  more  affluent  parts  of  the  city  where 
privately-insured  persons  live.    Providers  are  less  likely  to  be  found  in  areas  of  the  city  where 
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there  are  large  numbers  of  uninsured  persons,  such  as  Adams  Morgan,  Anacostia,  Benning 
Heights,  Trinidad/Ivy  City,  and  Congress  Heights  (Map  1). 

Physicians  avoid  locating  in  these  areas  because  it  is  often  economically  unfeasible  to  do 
so.  The  uninsured  are  typically  unable  to  pay  for  their  care.  While  many  of  the  individuals  in 
these  areas  have  Medicaid  coverage,  Medicaid  payment  rates  are  about  60  percent  less  than 
private  payment  rates.  In  fact,  nationwide,  Medicaid  payments  for  physicians'  care  are  about  40 
percent  less  than  Medicare.  Another  barrier  to  locating  in  these  areas  is  that  it  is  often  difficult 
to  entice  privately-insured  patients  from  surrounding  areas  to  use  physicians  located  in  low- 
income  areas. 

Two  low-income  areas  in  the  District  have  been  declared  health  professional  shortage 
areas  (HPSAs)  by  the  Bureau  of  Health  Care  Delivery  Assistance.  Access  problems  for  Hispanics 
in  Adams  Morgan  are  so  great  that  all  Hispanics  living  in  that  area  are  designated  to  be  in 
HPSAs.  A  substantial  portion  of  Anacostia  is  also  designated  a  HPSA  (Map  1).  Overall,  about 
15  percent  of  the  District's  population  lives  in  a  HPSA-designated  area  (Table  3). 

There  are  about  23  public  and  private  clinics  in  the  District  which  provide  access  to 
underserved  populations.  The  District  maintains  several  public  health  clinics  around  the  city  and 
there  are  several  private  clinics  located  primarily  in  the  Adams  Morgan  area  (Map  2).  There  are 
also  four  Federally-funded  community  health  centers,  two  of  which  are  located  in  Adams  Morgan. 
Most  clinics  are  located  towards  the  center  of  the  city,  while  there  are  only  five  clinics  located 
across  the  Anacostia  River,  where  much  of  the  District's  low-income  population  is  located. 
Anacostia,  portions  of  which  have  been  designated  a  HPSA,  is  an  area  where  additional  clinic 
services  appear  to  be  most  in  need. 
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Figure  8 
Physicians  per  Thousand 
U.S.  and  the  District  of  Columbia 
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Figure  9 
Percent  of  Primary  Care  Physicians 

U.S.  and  the  District  of  Columbia 
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Source:  Physician  Characteristics  and  Distribution  in  the  U.S.,  AMA,  1992 
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TABLE  3 

DISTRICT  OF  COLUMBIA  POPULATION 

IN  HEALTH  PROFESSIONAL  SHORTAGE  AREAS  (HPSAs) 


JPOPULATfON* 

popuuvnoii 

IN  HPSAs 

%POPULAtlON 
IN  HPSAs 

Anacostia 

159,231 

74,435 

47% 

Adams  Morgan  Spanish 
Population  Group 

6,670 

6,670 

100% 

All  District  of  Columbia 

529,768 

81,105 

15% 

SOURCE:  Healtti  Professional  Shortage  Area  (HPSA)  Data  File,  Bureau  of  Health 

Care  Delivery  Assistance 


D. 


HEALTH  SPENDING  IN  THE  DISTRICT  OF  COLUMBIA 


Per-capita  healtti  spending  in  the  District  is  estimated  to  have  been  $2,548  in  1990 
compared  with  a  national  average  of  $2,425.  Per-capita  spending  in  the  District  is  projected  to 
increase  to  $6,333  by  the  year  2000  (Figure  10).  Per-capita  spending  in  the  District  ranked  as 
eighth  highest  among  the  50  states  and  the  District  of  Columbia.  Total  health  spending  for 
District  residents  is  estimated  to  have  been  $1.5  billion  in  1990. 
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It  is  important  to  understand,  however,  that  hard  data  on  total  health  spending  in  the 
District  is  not  available.  While  data  on  spending  under  public  programs  for  District  residents  is 
available  from  the  programs,  little  information  is  available  on  health  spending  for  privately-insured 
persons  and  household  out-of-pocket  payments.  Using  recent  survey  data,  Lewin-VHI  estimated 
private  and  out-of-pocket  spending  amounts  for  the  District  of  Columbia  and  each  of  the  50  states 
based  upon  aggregate  private  spending  data  by  demographic  group  in  the  various  regions  of  the 
United  States.  The  state  level  spending  data  used  in  this  analysis  was  developed  by  combining 
these  public  and  private  sector  data  to  develop  health  spending  estimates  for  the  District  and 
each  of  the  50  states. 

Based  upon  these  data,  we  estimate  that  about  39  percent  of  health  care  for  District 
residents  was  paid  for  by  Medicaid  or  other  public  programs,  excluding  Medicare  (Figure  11).  By 
comparison,  nationwide,  Medicaid  and  other  public  programs  account  for  19  percent  of  health 
spending.  Overall,  the  uninsured  in  the  District  account  for  about  18  percent  of  all  health 
spending  (Figure  12). 
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Figure  12 
Health  Spending  for  the  District  of  Columbia 
Residents  by  Insured  Status  in  1990 
(Total  Spending  1.5  Billion) 


18% 
Uninsured 


Privately  Insured 
37% 


Medicaid    -j  go/^ 


a)  includes  insured  amount  plus  copayment  and  deductibles. 

b)  Includes  all  health  spending  for  insured  persons  including  out-of-pocket 
payments,  uncompensated  care,  and  public  programs. 

Source:  Lewin-VHl  estimates  using  the  health  benefits  simulation  model  (HBSM). 
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E.         EMPLOYER  COVERAGE  AND  THE  UNINSURED 

About  63  percent  of  the  uninsured  in  the  District  are  either  employed  or  are  dependents 
of  someone  who  is  employed  (Figure  13).  By  comparison,  nationwide,  about  69  percent  of  the 
uninsured  are  associated  with  employment  either  as  workers  or  dependents.  This  has  led  many 
to  suggest  that  much  of  the  problem  of  the  uninsured  can  be  addressed  by  requiring  employers 
to  provide  health  insurance. 

However,  a  closer  examination  of  the  data  indicates  that  such  a  program  would  still  leave 
a  substantial  portion  of  the  problem  unaddressed.  For  example,  our  1 988  sun/ey  of  uninsured 
persons  using  emergency  room  services  indicated  that  fewer  than  30  percent  of  the  uninsured 
patients  admitted  to  District  hospitals  are  employed  and  that  only  43  percent  are  in  families  linked 
to  the  work  force.  Also,  about  half  of  all  uninsured  workers  are  out  of  the  labor  force  for  part  of 
the  year,  indicating  that  many  workers  and  dependents  would  continue  to  be  uninsured  for  at 
least  a  portion  of  the  year. 

Moreover,  workers  without  coverage  on  their  jobs  have  very  different  employment 
characteristics  than  workers  with  insurance.  Atwut  52  percent  of  uninsured  District  workers  are 
in  firms  with  under  25  wori<ers  (Figures  14  and  15)  and  70  percent  are  in  the  services  and  trade 
industries  (Figures  16  and  17).  About  40  percent  of  uninsured  workers  earn  less  than  $6.25  per 
hour  (Figures  18  and  19)  and  26  percent  are  part-time  workers  (Figures  20  and  21).  This 
employment  base  may  not  be  able  to  sustain  the  cost  of  health  insurance.  For  example,  in  an 
analysis  of  national  data,  we  estimated  that  about  half  of  all  small  firms  that  do  not  now  offer 
insurance  would  find  that  the  cost  of  insurance  would  be  in  excess  of  10  percent  of  payroll 
(Figures  22  and  23). 
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Figure  14 
Workers  in  Small  Firms  in  D.C.  are  Less  Likely 
to  be  Covered  on  their  Jobs 
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Figure  15 
Over  50%  of  All  Workers  Without 
Employer  Coverage  on  their  Jobs  in  D.C. 
are  in  Small  Firms 
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Source:  Lewin-VHI  analysis  of  the  District  of  Columbia  subsample  of  the  1992 
Cun-ent  Population  Survey  (CPS)  data. 
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Figure  16 
The  Percentage  of  Workers  with  Coverage  on 
their  Jobs  in  D.C.  Varies  Widely  by  Industry 
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Figure  17 
About  70%  of  Workers  Without  Coverage 
on  their  Jobs  are  in  the  Service  and 
Trade  Industries 

Workers  Without  Coverage  on  their  Job  By  Industry 
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Source:  Lewin-VHI  analysis  of  the  District  of  Columbia  subsample  of  the 
1992  Current  Population  Survey  (OPS)  data. 
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Figure  18 
Employer  Coverage  in  D.C.  is  Most  Prevalent 
Among  Higher  Income  Workers 
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Figure  19 
Over  40%  of  Workers  Without  Coverage 
on  their  Jobs  in  D.C.  Earn  Less  Than  $250  Per 
Week  ($6.25  Per  Hour) 


or  More 
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Source:  Lewin-VHI  analysis  of  the  District  of  Columbia  subsample  of  the 
1992  Current  Population  Survey  (CPS)  data. 


93LF0209 


24 


LEWIN-VHI,  INC. 


51 


Figure  20 
Full-Time  Workers  in  D.C.  are  More  Likely  to 

Have  Coverage  on  their  Jobs  than 

Part-Time  Workers 
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Figure  21 

One  Out  of  Four  Workers  Without  Coverage 

on  their  Jobs  in  D.C.  are  Part-Time  Workers 
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Source:  Lewin-VHI  analysis  of  the  District  of  Columbia  subsample  of  the  1992 
Current  Population  Survey  (CPS)  data. 
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Figure  22 
Percentage  of  Small  Firms  Offering 
Insurance  by  Premium  as  a  Percentage 
of  Payroll,  (nationwide  data) 
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Figure  23 
Non-Insuring  Firms  With  Under  25  Employees 
by  Health  Costs  as  a  Percentage  of  Payroll 

(Nationwide  Data) 
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*  Includes  fimns  with  under  25  workers.  Calculations  based  on 
employer  share  of  premiums  <80  percent). 
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The  Chairman.  Thank  you.  Thank  you  both. 

I  want  to  go,  first  of  all,  to  Mr.  Coronado.  The  numbers  that  we 
have  tried  to  patch  together  to  just  establish  come  from  both  of  you 
and  just  our  own  extrapolation  and  we  all  come  very  close.  I  mean 
I  see  in  a  table  that  the  staff  has  prepared  for  me  132,000  unin- 
sured and  about  110,000  medicaid. 

What  I  am  concerned  about,  and  perhaps  Mr.  Coronado  could  in- 
dicate this  to  me — would  you  want  to  guess  for  me  or  maybe  you 
know,  of  the  120,000-130,000  uninsured,  how  many  of  those  do  you 
think  qualify  for  medicaid  but  have  not  enrolled?  I  mean  would 
pass  whatever  the  tests  are  but  for  one  reason  or  another  never 
apply  or  it  is  difficult  for  them  or  we  just  don't  have  the  resources 
to  screen.  You  want  to  hazard  a  guess. 

Mr.  Coronado.  Well,  it  would  have  to  be  that  because,  as  you 
know,  when  people  seek  health  care  usually  what  happens  is  that 
the  provider  helps  them,  particularly  if  it  is  a  hospital,  helps  them 
try  to  become  eligible  for  medicaid.  For  example,  with  D.C.  Gener- 
al, the  report  that  was  put  out,  the  GAO  report  that  was  put  out 
not  too  terribly  long  ago,  one  of  the  things  that  I  noticed  is  that 
there  was  not  analysis  of  the  age  and  sex  distribution  of  those 
people  who  got  uncompensated  care.  Someone  was  kind  enough  to 
provide  that — Mr.  Chastang  was  kind  enough  to  provide  those  data 
to  us. 

Most  of  those  people  were  males  between  the  ages  of  21  and  64, 
and  that  is  a  category  of  individuals  who  are  not  likely  to  ever 
become  eligible  for  medicaid  unless  they  become  disabled.  So  I 
would  suspect,  guessing  again,  because  as  I  say  it  has  to  be  a  guess, 
that  probably  there  would  be  a  range  between,  say,  10  and  25  per- 
cent of  that  uninsured  population  that  might  be  eligible. 

The  Chairman.  Somewhere  between  15,000  and — well,  between 
10,000  and  20,000—10,000  and  30,000  maybe 

Mr.  Coronado.  Possibly. 

The  Chairman  [continuing].  That  the  Federal  Government 
should  pay  for,  and  the  District  would  save  some  money  if  we  could 
identify  them. 

Mr.  Coronado.  Could  pay  for? 

The  Chairman.  Yes. 

Mr.  Coronado.  You  know,  again,  you  have  to  remember  that  for 
some  people  medicaid  eligibility  is  automatic — those  who  are  on 
AFDC.  But  for  most  of  the  rest  it  is  something  that  is  sought  out  as 
a  result  of  accessing  the  health  care  system.  These  individuals  who 
are  uninsured  up  until  the  time  that  they  need  health  care  usually 
don't  even  think  about  how  they  are  going  to  get  coverage  and  they 
actually  delay. 

Mr.  Shiels.  We  have  actually  taken  a  look  at  that  question  em- 
pirically and  nationwide  we  have  estimated  that  about  28  percent 
of  the  people  who  are  eligible  for  medicaid  never  bother  to  enroll. 

The  Chairman.  One  other  number  that  is  rattling  around,  at 
least  in  my  mind,  is  that  there  are  only  about — I  think  the  number 
is  2,500,  maybe  it  is  3,500,  long-term-care  beds  in  the  District  of  Co- 
lumbia, and  therefore  the  figure  I  see  is  that  only  about  that  many, 
2,000  or  3,000,  medicaid  beneficiaries  are  in  long-term  care.  Am  I 
missing  something  there?  That  seems  like  an  awfully  low  number 
to  me. 
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Mr.  CoRONADO.  Actually,  in  1992  we  had  4,955  individuals 

The  Chairman.  Four  thousand? 

Mr.  CoRONADO.  Nine  hundred  and  fifty-five. 

The  Chairman.  Let's  call  it  5,000. 

Mr.  CoRONADO.  All  right. 

The  Chairman.  I  like  to  round  these  things. 

Mr.  CoRONADO.  Who  have  long-term-care  services.  But  the  aver- 
age length  of  stay  for  a  long-term-care  patient,  a  medicaid  long- 
term-care  patient  in  the  city  is  183  days.  So  at  any  one  time  we 
have  about  2,900  patients  who  are  in  nursing  home  beds  in  the 
city.  We  have  an  additional  400  or  so  who  are  in  nursing  home 
beds  in  other  States. 

The  Chairman.  What  do  you  suppose  the  demand  is?  Is  that  be- 
cause you  do  not  have  the  beds  or  you  do  not  have  people 

Mr.  CoRONADO.  Well,  there  is  a  waiting  list.  If  your  question  is 
why  do  we  have  408  outside  of  the  city 

The  Chairman.  No.  I  am  just  saying  what  if  somebody  built — 
could  you  use  another  thousand  beds  for  medicaid-eligible  seniors? 
Would  they  use  them  if  they  were  there? 

Mr.  CoRONADO.  Well,  actually  what — well,  we  have  just  had  an- 
other nursing  home  come  on-line,  Capitol  Hill,  not  too  terribly  far 
from  here,  and  there  is  some  discussion  on  the  part  of  some  hospi- 
tals who  are  trying  to  convert  some  of  their  excess  capacity  into 
nursing  home  beds  or  at  the  very  least  swing  beds. 

But  what  we  would  prefer  to  do  to  the  extent  possible  is  keep 
people  out  of  nursing  homes. 

The  Chairman.  I  understand  that. 

Mr.  CoRONADO.  One  of  the  things  that  we  are  doing  is  developing 
a  waiver  so  we  can  do  just  that  very  thing.  So  that  we  can  provide 
services  in  the  community. 

The  Chairman.  Yes.  But  let  me — at  least  in  the  places  I  go 
around  the  holidays,  up  in  the  Shaw  and  areas  like  that,  where  we 
take  Christmas  baskets  or  food  baskets,  I  am  not  so  sure  that  living 
3  and  4  in  an  apartment  where  you  use  the  gas  stove  to  heat  it,  I 
do  not  know  whether  those  qualify  as  licensed  facilities  but  I,  given 
the  choice,  would  rather  be  in  a  nursing  home,  it  seems  to  me, 
where  I  thought  that  the  heating  and  ventilating  worked  and  food 
was  available. 

So  I  guess  my  question  is  when  you  converted  Capitol  Hill  Hospi- 
tal or  when  it  converted  to  a  nursing  home,  will  medicaid  pay  the 
full  freight?  I  do  not  know.  There  is  a  couple  hundred  beds  over 
there.  Are  they  taking  medicaid  eligibles  at  the  medicaid  rate? 

Mr.  CoRONADO.  Yes,  they  are. 

The  Chairman.  Are  they  full? 

Mr.  Coronado.  I  couldn't  really  answer  that,  to  tell  you  the 
truth.  I  know  that  we  pay  the  cost  for  96.5  percent  of  all  nursing 
home  residents  in  the  city. 

The  Chairman.  How  big  is  the  waiting  list? 

Mr.  Coronado.  There  is  a  need  for  about  600  beds  in  the  city. 
The  waiting  list  is  slightly  different  from  that.  About  300  people 
are  on  the  waiting  list  at  any  one  time. 

The  Chairman.  Ms.  Norton? 

Ms.  Norton.  Thank  you,  Mr.  Chairman.  Could  I  ask,  Mr.  Corona- 
do, first,  page  1  of  your  testimony,  you  indicate  that  106,142  resi- 
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dents  were  covered  by  medicaid  and  that  the  number  would  in- 
crease in  fiscal  year  1993  to  112,000.  Then  in  the  last  sentence  you 
say,  "We  are  expecting  to  keep  program  expenditures  at  last  year's 
level." 

Mr.  CoRONADO.  Yes. 

Ms.  Norton.  Would  you  explain  how  you  will  be  able  to  do  that 
given  the  increase  in  the  number? 

Mr.  CoRONADO.  Of  course.  One  of  the  things  that  we  are  doing  is 
we  are  developing  a  program  of  managed  care  for  the  AFDC  and 
AFDC  population.  They  represent  about  70,000  of  our  total  popula- 
tion. We  are  expecting  that  this  will  bring  costs  down  considerably. 

We  are  also  doing  a  number  of  other  things  that 

Ms.  Norton.  When  is  that  going  to  be  put  in  place?  Is  that  in 
place  now? 

Mr.  Coronado.  Not  yet.  We  are  in  the  process  of  actually  devel- 
oping the  program.  We  have  gotten  a  waiver  from  the  Federal  Gov- 
ernment earlier  this  month  and  we  expect  to  have  the  program  up 
this  coming  August  1,  completely  in  place  and  our  first  clients  en- 
rolled in  the  program. 

We  are  also  reforming  our  payment  methodologies  for  our  larg- 
est institutional  providers.  Something  that  we  are,  of  course,  work- 
ing with  them  on.  That  should  also  save  us  money. 

We  are  also  doing  everything  that  we  can  to  identify  those  serv- 
ices that  are  provided  with  totally  District  dollars,  that  could  be 
covered  by  medicaid  such  as  some  of  the  school  health  costs,  serv- 
ices that  are  now  provided  in  public  health  clinics  that  are  not  re- 
imbursed by  medicaid,  that  could  be  and  should  be  reimbursed  by 
medicaid.  We  are  anticipating  that  we  are  going  to  be  able  to  keep 
costs  down  like  that. 

Ms.  Norton.  Typically,  Mr.  Coronado,  a  D.C.  resident  who  might 
be  classified  as  working  poor,  how  does  that  person  get  health  care 
in  the  District  of  Columbia? 

Mr.  Coronado.  Well,  if  they  are  not  eligible  for  medicaid 

Ms.  Norton.  I  am  assuming  the  person  is  not  eligible  for  medic- 
aid. 

Mr.  Coronado.  OK.  They  would  more  than  likely  seek  that 
health  care  from  a  public  health  clinic  unless — probably  for  their 
child  or  if  it  were,  of  course,  a  woman  who  is  pregnant  she  might 
also  seek  care  there.  Otherwise,  if  it  was  hospital  care  that  was 
needed  or  if  it  was  what  they  deem  to  be  an  emergency,  like  a  sick 
child  late  at  night,  they  would  appear  in  a  hospital  emergency 
room. 

Ms.  Norton.  A  health  care  clinic — would  that  care  be  provided 
on  a  sliding  scale?  What  fee  would  be  charged  in  a  health  care 
clinic? 

Mr.  Coronado.  Well,  if  it  is  a  public  health  clinic,  if  it  is  one 
that  is  run  by  the  Ambulatory  Health  Care  Administration,  there 
is  no  fee  scale  for  most  of  the  services  that  they  provide  that  we 
think  of  as  primary  care.  It  is  totally  free.  Some  of  the  private  clin- 
ics do  have  a  sliding  fee  scale,  some  of  the  federally  financed  clin- 
ics. 

Ms.  Norton.  Now,  if  someone  goes  to  an  emergency  room  with 
something  that  might  be  taken  care  of  in  a  public  health  care 
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clinic,  does  the  emergency  room  then  refer  the  person  to  the  health 
care  clinic? 

Mr.  CoRONADO.  Well,  more  often  than  not  they  would  tend  not 
to,  depending  on  what  the  facility  was.  It  would  certainly  look  at 
them  because  as  Chairman  Stark  mentioned  they  do  have  an  obli- 
gation to  at  least  stabilize  a  patient,  to  make  certain  that  they  are 
not  representing  with  some  true  emergency.  They  will  do  that  and 
then  they  might  refer  them.  Or  if  it  is  D.C.  General,  given  their 
mission  and  the  way  that  they  look  at  their  mission,  they  may  just 
go  ahead  ,and  treat  that  individual. 

Ms.  Norton.  If  the  person  goes  to  an  emergency  room  at  a  pri- 
vate hospital,  and  the  person  does  not  need  a  stabilization,  what  is 
the  procedure  at  that  emergency  room  location  for  dealing  with 
that  person  who  is  poor  but  does  not  qualify  for  medicaid? 

Mr.  CoRONADO.  That  is  a  question  that  I  think  would  best  be  re- 
ferred to  the  hospitals.  You  know  their  policies  are  all  pretty  much 
the  same.  They  will  see  people.  They  will  make  certain  that  there 
is  not  an  emergency.  What  they  do  with  them  beyond  there  is 

Ms.  Norton.  The  city  does  not  have  a  policy  that  it  recommends 
for  hospitals  throughout  the  city?  It  is  left  to  the  individual  hospi- 
tal? 

Mr.  CoRONADO.  I  am  not  aware  that  there  is  such  a  policy.  How- 
ever, I  will  study  that  and  make  certain  that  there  is  an  answer  for 
that  question  that  is  put  in  the  record. 

[The  information  follows:] 

[The  information  was  not  received  in  time  for  printing.] 

Ms.  Norton.  Finally,  what  form  of  relief  from  rising  medicaid 
expenses  has  the  District  applied  for  or  do  you  believe  would  be  ap- 
propriate to  be  rendered  the  District? 

Mr.  CoRONADO.  Well,  frankly,  I  think  that  the  formula  that  is 
used  to  calculate  the  Federal  share  for  the  medicaid  program  does 
a  great  injustice  to  the  District.  It  is  a  formula  that  is  based  on  per 
capita  income  and  it  assumes  a  normal  distribution  of  income  in 
the  State,  and  the  District,  of  course,  is  not  like  other  States  in 
that  it  does  not  have  a  large  industrial  base,  it  does  not  have  large 
farming  areas,  so  its  income  distribution  is  not  along  the  normal 
curve.  It  is  more  bimodal.  There  are  large  numbers  of  people  who 
are  very  wealthy  and  large  numbers  of  people  who  are  very  poor, 
and  that  center  that  normally  evens  it  out  is  just  not  here. 

Consequently,  I  think  that  the  formula,  because  it  does  not  con- 
sider the  number  of  people  that  we  have  who  are  below  the  poverty 
line,  does  not  give  us  what  it  should  be  giving  us.  However,  that  is 
in  law.  It  is  part  of  the  Social  Security  Act  and  certainly  it  is  in  the 
Code  of  Federal  Regulations,  and  changing  it  is  extremely  difficult 
for  a  wide  variety  of  reasons. 

It  is  something  that  we  have  discussed  with  individuals  in  the 
Federal  Government,  but  we  have  not  taken  any  formal  action  to 
see  that  it  is  done. 

Ms.  Norton.  So  you  think  the  only  action  that  could  be  taken 
then  would  be  for  the  formula  to  be  changed? 

Mr.  CoRONADO.  Yes.  I  think  that  would  yield  us  more  money, 
money  that  we  need  to  see  that  we  get  the  kinds  of  funds  that  we 
should  be  getting  from  the  program. 
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Ms.  Norton.  Finally,  Mr.  Shiels,  I  was  concerned  at  the  figures 
in  your  testimony  on  the  growth  in  uninsured  in  the  District  from 
97,000  to  127,000  at  a  time  when  the  District's  population  has  gone 
down  fairly  precipitously.  Looking  for  a  reason  for  the  growth  in 
uninsured  as  the  number  of  people  is  not  growing,  I  would  be  inter- 
ested in  either  your  knowledge  or  your  speculation  on  that  subject. 
For  example,  has  the  recession  had  anything  to  do  with  it? 

You  note  the  growth  in  the  Hispanic  population  and  that  His- 
panics  tend  more  often  not  to  be  covered.  I  notice  that  Adams 
Morgan  in  your  testimony  is  one  of  the  sections  of  the  city  which  is 
most  underserved  by  physicians. 

I  don't  know  if  these  or  if  other  reasons  would  account  for  the 
growth  in  uninsured  at  a  time  of  population  decline,  but  I  would  be 
interested  in  your  answer. 

Mr.  Shiels.  This  is  a  problem  that  is — these  figures  are  showing 
up  everywhere  in  the  country  right  now.  Last  year  there  were  a 
million  and  a  half  more  uninsured  persons  in  this  country  than 
there  were  the  year  before. 

Ms.  Norton.  Yes.  But  see  there  are  more  people  in  the  country.  I 
am  trying  to  get  at- 


Mr.  Shiels.  Well,  even  in  percentage  terms 

Ms.  Norton.  All  right. 

Mr.  Shiels  [continuing].  It  has  been  growing  quite  precipitously. 
In  fact,  between  1980  and  1992,  I  believe,  the  number  of  uninsured 
in  this  country  grew  by  10  million  persons,  and  a  great  deal  of  it 
has  to  do  with  cost.  It  is  a  fairly  simple  relationship.  The  more 
costly  health  care  is,  insurance  coverage  is  in  general,  the  fewer 
people  can  afford  it,  whether  it  be  employers  or  individuals. 

Health  spending  in  the  United  States  grew  from  about  9  percent 
of  GNP  in  1980  to  over  13  percent  by  1992.  I  believe  those  figures 
are  accurate.  They  are  roughly  accurate.  Yet  despite  this  massive 
infusion  of  the  national  wealth  into  the  health  care  sector  the 
number  of  uninsured  during  that  period,  that  same  period,  grew  by 
10  million  persons. 

I  think  the  percentage  terms  nationwide,  the  percent  of  the  pop- 
ulation without  insurance  was  in  the  neighborhood  of  11  percent  in 
1980  and  it  climbed  to  about  14  percent  in  the  most  recent  figures. 
So  this  is  not  a  problem  that  is  unique  in  any  particular  way  to 
this  city. 

Now,  there  are  certainly  unique  circumstances  which  affect  it, 
and  the  recession  hits  everybody  in  this  area.  The  District  has  a 
history  of  being  somewhat  insulated  from  recessions  historically. 
That  was  not  the  case  the  last  time  around. 

So  I  think  that  the  city  is  suffering  from,  really,  problems  which 
are  fairly  typical  throughout  the  country.  When  you  lose  coverage, 
particularly  loses  of  coverage  driven  up  by  cost,  where  cost  is  the 
primary  factor,  urban  centers  where  you  have  lower  and  middle- 
income  families  that  is  where  you  are  going  to  see  the  problem  hit 
the  hardest. 

Ms.  Norton.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Dr.  McDermott? 

Mr.  McDermott.  Thank  you,  Mr.  Chairman. 

One  morning  I  got  up  and  was  listening  to  WAMU  and  was  sort 
of  knocked  off  my  feet  by  realizing  that  Anacostia  had  been  desig- 
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nated  as  an  underserved  area.  I  see  in  your  testimony  you  talked 
about  that  on  page  11.  Could  you  tell  us  how  that  definition  is  set 
up?  How  does  an  area  fall  into  that  category?  It  seems  appalling 
that  the  Nation's  Capitol  would  have  an  area  that  we  are  going  to 
send  a  Health  Service  Corps  physician  to. 

Mr.  Shiels.  Well,  the  criteria  have  to  do  with  the  number  of  phy- 
sicians, clearly,  in  the  area.  There  are  other  factors  that  go  into  it. 

Mr.  McDermott.  What  are  actually  the  criteria?  Do  you  know? 

Mr.  Shiels.  I  don't  have  them  with  me.  There  are  9  or  10  differ- 
ent items.  The  criteria  include  things  like  infant  mortality,  low 
birth  weight,  and  I  believe  incidence  of  reportable  diseases.  These 
indicators,  together  with  a  shortage  of  physicians,  a  clear  shortage 
of  physicians  in  that  area,  together  are  used  to  determine  whether 
an  area  should  be  so  designated. 

I  am  not  an  expert  in  that,  and  I  apologize  for  not  having  the 
materials.  I  could  get  you  those  materials  this  afternoon. 

Mr.  McDermott.  I  would  appreciate  it  if  you  would  give  me 
those  criteria. 

[The  information  follows:] 

[The  information  was  not  received  in  time  for  printing.] 

Mr.  McDermott.  Can  you  imagine  a  situation  in  a  managed  com- 
petition where  anyone  would  want  to  go  in  and  provide  the  health 
care  in  an  area  like  that? 

Mr.  Shiels.  Well,  under  managed  competition — this  is  a  tough 
answer.  I  mean  it  has  never  been  tried  before,  so  I  can't  give  you  a 
definitive  answer.  Anything  I  give  you  is  speculative. 

Under  any  system,  though,  if  you  achieve  some  equity  in  reim- 
bursement rates,  you  can  look  forward  to  broader  access.  In  West 
Virginia  and  a  number  of  States  there  is  some  experience  here  in 
the  sense  that  with  the  recent  developments  in  the  provider  tax  in 
the  medicaid  program  a  number  of  States  were  able  to  substantial- 
ly increase  reimbursement.  In  West  Virginia,  for  example,  there 
was  a  dramatic — and  I  can  get  you  these  figures  as  well.  I  don't 
have  them  with  me.  But  there  was  a  dramatic  increase  in  the 
number  of  physicians  who  were  prepared  to  take,  who  were  willing 
to  take  medicaid  patients. 

The  reimbursement  rates,  the  equity  in  reimbursement  rates 
which  is  implied  under  a  managed  competition  model 

Mr.  McDermott.  That  you  would  be  paid  the  same  if  you  were 
dealing  with  a  so-called  medicaid  patient  or  a  private  patient. 

Mr.  Shiels.  Right. 

Mr.  McDermott.  Everybody  would  be  paid  the  same. 

Mr.  Shiels.  That  is  exactly  right,  and  that  is  one  of  the  strengths 
of  managed  competition  in  that  you  really  can't  discriminate. 
People  pick  any  plan  they  want  in  a  managed  competition  environ- 
ment, and  they  have  to  be  treated  with  equity.  They  have  to  be 
treated  the  same  way  that  everyone  else  is  treated. 

This  too  is  one  of  the  strengths  of  single  payer.  Everyone  has  to 
be  treated  in  exactly  the  same  way.  One  of  the  disadvantages  of 
systems  which  build  upon  mixes  of  public  and  private  programs  is 
that  the  pressure  will  always  be  there  to  cut  the  reimbursement 
rates  in  a  public  program.  The  private  sector — we  are  talking  about 
low  income,  disenfranchised  populations  who,  frankly,  may  not 
have  the  political  clout  that  everyone  else  has,  and  in  that  kind  of 
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environment  when  you  have  the  public/ private  payer  mix  you 
have  greater  pressure  to  reduce  the  rates  in  the  pubUc  programs 
and,  in  effect,  cost  shift. 

Now,  in  a  broader  sense,  though,  the  question  of  managed  compe- 
tition is  will  providers  in  inner  city  areas — will  providers  still  want 
to  locate  in  inner  city  areas?  I  don't  believe  you  can  expect  to  see 
substantial  changes  in  that  kind  of  behavior. 

Mr.  McDermott.  Positive  changes? 

Mr.  Shiels.  No. 

Mr.  McDermott.  You  can't  imagine  doctors  moving  out  from 
whatever — ward  2  or  3  and  going  out  to  Anacostia  to  practice? 

Mr.  Shiels.  I  don't  see  that.  I  don't  see  that  happening  in  the 
way  that  we  would  like  to  see  it  happening.  You  clearly  will  get 
something  in  a  positive  direction  because  under  managed  competi- 
tion and  under  the  single  payer  program  both,  you  have  equity  in 
the  way  that  providers  are  reimbursed  for  services,  at  least  that  is 
one  of  the  objectives,  and  you  will  see  things  move  in  a  positive  di- 
rection. 

There  are  some  very  unfortunate  issues  that  are,  frankly,  very 
difficult  to  talk  about  here,  issues  related  to  how  people  feel  about 
other  ethnic  groups  and  that  sort  of  thing,  that  are  a  complicating 
factor  here,  that  may  be  a  barrier  to  this  kind  of  shift  that  you  are 
looking  for. 

Ms.  Norton.  Would  the  gentleman  yield? 

Mr.  McDermott.  Yes. 

Ms.  Norton.  Would  not  this  be  an  opportunity,  though,  for  some 
forms  of  HMO's,  guaranteed  payment  under  a  national  health  care 
system,  to  find  an  incentive  to  move  where  private  doctors  might 
not? 

Mr.  Shiels.  Well,  I  think  you  are  making  a — clearly  that  is  an 
example  of  where  you  will  get  something  moving  in  a  positive  di- 
rection. It  is  a  market.  It  is  a  market  that  could  be  lucrative,  be- 
cause the  payment  could  be  reasonable. 

I  think  the  managed  competition  model,  though,  you  have  to  be 
very  careful  about  it.  One  of  the  key  elements  in  its  design  feature, 
and  even  the  proponents  will  tell  you  it  is  very  important  to  have, 
to  avoid  adverse  selection;  that  is,  avoid  selecting — ^lining  up  with  a 
particular  type  of  people  in  your  plan. 

Now,  targeting  a  particular  area  of  the  city  opens  up  all  kinds  of 
opportunities  for  what  we  call  adverse  selection,  getting  very  high 
risks  or  going  after  very  good  risks,  and  those  things  create  a  desta- 
bilizing influence  in  these  managed  competition  models.  The  whole 
question  of  particular  groups  targeting  particular  populations,  that 
opens  the  door  to  a  continuation  of  two-tiered  systems  of  care, 
which  is  something  that  I  think  people  want  to  try  and  avoid. 

Mr.  McDermott.  You  are  suggesting,  though,  that  a  geographic 
targeting  has  an  adverse  selection  element  to  it.  One  would  assume 
that  if  insurance — I  mean  the  number  of  diabetic  patients  and  the 
number  of  high  blood  pressure  patients  and  so  forth  are  sort  of  uni- 
versally spread  across  the  country.  So  if  you  targeted  geographical- 
ly, why  would  you  get  adverse  selection  in  an  area  like  that? 

Mr.  Shiels.  It  is  really  the  whole  idea  of  trying  to  target  individ- 
ual populations.  It  is  not  so  much  that  targeting  geographically  is 
going  to  give  you  the  result.  It  is  that  when  insurers  engage  in  ad- 
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verse  selection  they  are  looking  for  the  better  risks,  period.  You 
have  a  system  here  where  people  are  able  to  pick  groups  that  they 
can  target  to,  the  concern  is  that  you  will  get  insurers  seeking  out 
the  best  groups. 

Now,  in  fairness  to  the  managed  competition  model,  what  they 
want  to  do  is  establish  a  health  insurance  purchasing  corporation, 
a  HIPC,  whose  job  it  is  to  coordinate  the  sale  of  coverage,  so  that  in 
fact  the  insurer's  ability  to  market  in  any  particular  way  is  greatly 
restricted.  So  the  purpose  of  the  HIPC  is  to  provide  information, 
information  on  prices,  information  on  the  type  of  services  that  are 
provided,  and  individuals  choose  from  the  information  provided  by 
the  HIPC. 

Now,  there  is  a  lot  of  debate  over  this  particular  issue,  but  the 
idea  here  is  that  if  the  information,  the  marketing,  if  you  will,  is 
handled  through  a  neutral  party  providing  objective  information 
that  you  could  avoid  many  of  the  problems. 

Mr.  McDermott.  You  would  imagine  then  that  a — if  you  want  to 
use  that  term  HIPC,  I  think  they  have  changed  the  name  now  to 
consumer  health  alliance,  but  if  you  were  to  market  in  the  District 
you  would  have  to  open  it  to  everybody  in  the  District.  You  could 
not  say  that  we  would  not  take  people  south  of  this  line  or  west  of 
that  line. 

Mr.  Shiels.  Well,  as  a  practical  matter,  if  your  offices  are  located 
in  northwest  DC,  you  are,  in  effect,  selecting  the  population  that 
you  want  to  serve.  If  another  organization  has  their  offices  located 
in  southeast  DC,  it  is  clear  that  they  are  going  to  get  a  different 
mix  of  patients. 

Mr.  McDermott.  Let  me  ask  another  question.  I  want  to  move 
on  to  page  22  in  your  testimony  because  I  want  to  understand  what 
is  your  definition  of  a  small  firm.  Whenever  I  hear  we  have  to  have 
subsidized  small  firms  and  so  forth  I — and  for  the  purposes  of  your 
graph  at  the  bottom  of  the  page,  you  say  over  50  percent  of  all 
workers  without  employee  coverage  are  in  jobs  in  the  District  of 
Columbia  are  in  small  firms,  and  then  I  see  500  or  more. 

Now,  you  have  a  third  of  the  people  are  working  for  companies 
with  500  or  more  employees.  Are  they  included  in  your  small  firm 
definition? 

Mr.  Shiels.  No,  they  are  not.  Our  definition  of  small  firms — I  am 
sorry  that  is  not  clear — is  under  25. 

Mr.  McDermott.  Is  under  25. 

Mr.  Shiels.  There  is  a  less  than  10  group  and  the  10  to  24  group. 

Mr.  McDermott.  Is  this  a  reflective  figure  across  the  country, 
that  a  third  of  the  people  are  working  for  firms  above  500  employ- 
ees and  don't  have  health  benefits?  Is  that  comparable  nationally? 

Mr.  Shiels.  That  it  is  not  uncommon.  No,  that  is  reflected  in  the 
nationwide  data.  Yes.  A  lot  of  larger  firms — go  to  a  large  retail  es- 
tablishment. You  will  find  that  the  manager  is  probably  insured, 
but  the  person  who  served  you  behind  the  counter  probably  is  not. 

Mr.  McDermott.  That  is  because  of  the  part-time  nature  or  the 
number  of  hours  they  work  or  they  simply  don't  offer  it? 

Mr.  Shiels.  Could  be  the  number  of  hours.  It  could  be  some 
notion  of  part-time  which  has  nothing  to  do  with  hours.  There  are 
a  lot  of  part-time  workers — people  who  are  called  part-time  who 
work  40  or  more  hours  a  week.  It  could  be  a  temporary  position.  It 
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could  be  they  are  allowed  to  have  different  insurance  rules,  differ- 
ent coverage  rules  for  different — for  various  groups  of  employees 
with  the  firm. 

Remember  there  is  some  debate  over  the  section  89  regulations, 
nondiscrimination  regulations.  That  would  have  to  a  large  degree 
prohibited  this,  but  those  provisions  were  never 

Mr.  McDermott.  Implemented. 

Mr.  Shiels  [continuing].  Never  advanced. 

Mr.  McDermott.  So  any  bill  or  any  piece  of  legislation  that 
comes  out  of  the  Congress,  including  an  employer  mandate,  is,  in 
fact,  going  to  be  a  mandate  on  a  lot  of  large  firms  as  well? 

Mr.  Shiels.  Oh,  yes.  There  is  talk  that  the  mandates  would  come 
in  and  actually  start  with  the  larger  firms. 

Mr.  McDermott.  I  think  the  general  myth  in  the  Congress  and 
in  the  American  public  is  that  somehow  it  is  only  small  businesses 
that  don't  cover  their  employees.  But,  in  fact,  the  fact  is  that  more 
than  a  third  or  close  to  a  third  are  large  companies? 

Mr.  Shiels.  Yes,  500  or  more.  We  have  the  national  data.  I  can 
send  you  the  raw  data  too,  if  you  like. 

Mr.  McDermott.  I  would  like  to  see  it. 

[The  information  follows:] 

[The  information  was  not  received  in  time  for  printing.] 

Mr.  McDermott.  Are  these  people  considered  employees  working 
full  time  when  you  say  a  third  or 

Mr.  Shiels.  I  think  it  is  important  to  understand  that  the  work- 
ers who  don't  have  insurance  coverage  on  their  job  today,  they 
don't  look  anything  like  the  people  who  do  have  coverage  on  aver- 
age. They  are  people  who  are  much  lower  wage.  I  have  the  figures 
here.  The  majority,  I  believe  it  is — let's  see.  If  I  could  take  just  a 
second  here. 

[Pause] 

Mr.  Shiels.  All  right.  Let  me  just  read  from  my  testimony.  About 
52  percent  of  uninsured  District  workers  are  in  firms  with  under 
25  workers,  70  percent  are  the  services  and  trade  industry  where 
there  is  a  lot  of  turnover,  lots  of  job  turnover.  That  is  a  special 
problem. 

Mr.  McDermott.  So,  if  you  don't  last  6  months  you  don't  get  the 
benefit? 

Mr.  Shiels.  Well,  not  just  that.  But  you  might  be  working  there 
for  6  months  and  unemployed  the  other  6  months.  So,  even  if  you 
give  them  coverage  on  their  job,  you  still  have  to  give  them  cover- 
age for  the  other  6  months  somehow,  presumably  through  some 
sort  of  public  program. 

About  40  percent  of  the  uninsured  earn  less  than  $6.25  an  hour, 
and  many  of  these  individuals  are  truly  part-time.  Let's  see;  26  per- 
cent are  part-time  workers,  working  less  than  35  hours  a  week. 
That  is  typical.  These  figures  are  typical  of  the  United  States,  al- 
though it  is  more  heavily  weighted  toward  services  and  trade  and 
small  firms  in  the  District  of  Columbia. 

Mr.  McDermott.  Do  you  think  it  would  be  fair  to  say  that  the 
employment  patterns  in  this  country  are  such  that  it  is  going  to  be 
increasingly  difficult  to  base  a  health  care  insurance  program  for 
the  United  States  on  employment? 
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Mr.  Shiels.  Increasingly  difficult;  yes.  I  think  that  there  is — in 
fairness  to  the  employer-based  approach,  there  is  plenty  of  room 
for  expansion  in  that,  plenty  of  room  for  coverage  expansion. 

Mr.  McDermott.  As  long  as  it  is  subsidized  from  the  Federal 
Government? 

Mr.  Shiels.  Much  of  it  would  require  subsidy.  Not  all  of  it.  Not 
all  of  it.  Some  people  don't  have  coverage  on  their  jobs.  The  firm  is 
making  enough  money  to  do  it. 

Mr.  McDermott.  OK. 

Mr.  Shiels.  I  can  think  of  some  retail  establishments  that  might 
be  making  enough  money  to  cover  it. 

I  think  the  general  point,  though,  that  this  population  is  going  to 
be  much  harder  to  insure  than  the  population  that  already  has  in- 
surance because  of  the  nature  of  their  employment  is  very  true. 
People  changing  jobs  all  the  time.  People  moving  from  job  to  job. 
People  with  several  jobs.  People  working  in  the  services.  You  have 
a  hot  band  playing  in  one  place  one  night,  you  will  work  there.  A 
couple  of  weeks  later  you  may  find  yourself  down  the  street  play- 
ing somewhere  else  where  the  next  hot  band  is.  I  mean  we  are 
talking  about  a  services  industry  here.  Who  is  responsible  for  cov- 
ering the  individual  for  that  month?  Does  coverage  change  every 
month? 

Those  are  very  difficult  practical  issues  in  covering  people 
through  employer-based  coverage.  You  mentioned  managed  compe- 
tition. It  steps  away  from  that  half  way  in  that  the  supplier  is  sup- 
posed to  make  a  payment  on  the  individual's  behalf  for  coverage, 
but  the  employer  does  not  actually  have  to  sponsor  the  plan.  So  it 
does  move  in  that  direction  though  it  doesn't  decouple. 

Mr.  McDermott.  It  becomes  more  of  a,  sort  of  a  payroll  tax  that 
is  paid  into  a 

Mr.  Shiels.  That  is  right. 

Mr.  McDermott  [continuing].  Into  a  purchasing  cooperative. 
Thank  you. 

I  want  to  ask  a  couple  of  questions  of  you,  Mr.  Coronado.  One  of 
the  questions  that  I  keep  wondering  is  whether  or  not  anybody  has 
been  able  to  disaggregate  the  figures  related  to  the  cost  of  violence 
in  cities.  It  is  a  fairly  common  occurrence  in  most  major  cities  in 
the  United  States  that  violence  is  a  big  part  of  the  cost  in  emergen- 
cy rooms  and  hospitals  of  America's  cities,  and  I  wondered  if  you 
have  done  any  kind  of  analysis  of  your  costs  in  this  city  to  be  able 
to  help  us  with  that  kind  of  a  figure. 

Mr.  Coronado.  The  Hospital  Association  did  a  study  last  year,  I 
think  it  was,  perhaps  the  year  before. 

Mr.  McDermott.  So  they  will  be  on  later  as  witnesses  today.  I 
will  ask  them  at  that  point. 

The  reason  I  ask  is  our  Senator  has  proposed  a  tax  of  25-percent 
increase  on  the  sale  of  handguns  as  a  way  of  getting  enough  money 
to  deal  with  the  cost  of  violence  in  the  health  care  system.  I  <lon't 
know  whether  that  is  based  on  actual  data  or  not.  So,  I  would  be 
interested.  I  hope,  if  the  hospital  industry  is  here,  they  will  think 
about  that  because  I  would  really  like  to  know  that. 

The  second  question  I  have  is,  we  spend  an  enormous  amount  of 
money  in  this  country  with  low  birth  weight  babies,  and  it  is 
always  a  puzzle   to   me  why  we  are  willing  to  spend  $100,000, 
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$150,000  or  $200,000  per  case  after  delivery  but  we  can't  seem  to 
get  it  put  together  before.  I  understand  that  at  least  in  some  places 
in  the  world  there  are  cash  payments  offered  to  people  to  show  up 
for  prenatal  clinics.  I  wonder  has  that  idea  ever  been  tried  in  the 
District?  Has  it  been  thought  about?  Been  discussed? 

Our  infant  mortality  rate  in  this  city  is  such  that  I  think  it  re- 
quires us  to  look  at  what  the  rest  of  the  world  has  done  in  this 
regard. 

Mr.  CoRONADO.  Actually,  the  District  has  thought  about,  and  the 
District  has  done  a  number  of  things,  you  know.  The  "moms'"  van 
that  actually  went  out  on  the  streets  looking  for  young  pregnant 
women.  You  know,  not  just  trying  to  scoop  them  up.  I  mean  obvi- 
ously it  knew  where  it  was  going.  The  healthy  babies  program  that 
gets  out  among  the  population,  identifies  women  as  early  as  they 
can.  We  have  had  some  discussions  about  incentives,  whether  posi- 
tive or  negative,  that  might  be  used. 

There  has  not  really  been  enough  experience  in  other  States  yet. 
Those  programs  have  not  been  out  there  that  long  to  really  give  us 
a  sense  of  how  they  are  going  to  work.  We  are  certainly  going  to 
look  at  them,  though,  and  we  are  going  to  continue  doing  other 
things  that  we  can  to  help  people  get  identified  as  quickly  as  they 
can  and  into  prenatal  care,  because  obviously  people  have  a  choice 
as  to  whether  or  not  they  need  care.  You  know,  certainly  a  good 
deal  of  that  choice  depends  on  the  education  they  get  about  the 
benefits  to  themselves  and  their  child,  their  child-to-be  of  that  care. 

One  of  the  things  that  we  have  done  in  the  medicaid  program  is 
to  increase  the  payment  that  we  give  to  physicians  for  the  delivery 
and  a  minimum  of  seven  prenatal  visits,  up  to  $1,750,  which  is 
greater  than  two  private  plans,  because  we  want  to  enlist  their  as- 
sistance in  getting  medicaid  clients  into  prenatal  care  as  early  and, 
of  course,  as  often  as  we  can. 

Also,  under  managed  care  one  of  the  things  that  we  are  going  to 
require  is  frequent  reports  on  prenatal  care.  We  will  expect  the 
managed  care  providers  tc  identify  women  early  in  their  pregnancy 
and  see  that  they  do  receive  care  that  they  need. 

Mr.  McDermott.  Thank  you  very  much. 

The  Chairman.  Thank  you.  Mr.  Coronado,  let's  talk  about  that 
managed  care  a  little  bit.  I  am  intrigued. 

You  now  have  about  15,000-16,000  AFDC  beneficiaries  covered 
under  it? 

Mr.  Coronado.  Yes. 

The  Chairman.  How  much  do  you  pay  a  year  for  those? 

Mr.  Coronado.  We  paid  about  $20,000  last  year. 

The  Chairman.  I  beg  your  pardon? 

Mr.  Coronado.  Twenty  thousand. 

The  Chairman.  How  much  a  head?  What  is  the  capitated  rate? 

Mr.  Coronado.  It  is  $95  for  a  child,  and  it  is  $178  for  an  adult. 

The  Chairman.  Ninety-five,  that  is  $1,140  a  year? 

Mr.  Coronado.  Yes. 

The  Chairman.  For  a  child.  How  much,  $2,136  for  an  adult. 

Mr.  Coronado.  One  hundred  and  seventy-eight. 

The  Chairman.  I  beg  your  pardon? 

Mr.  Coronado.  One  hundred  and  seventy-eight  dollars  for  an 
adult. 
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The  Chairman.  Twenty-one  seventy-eight? 

Mr.  CoRONADO.  No.  One  seventy-eight.  One  hundred  and  seventy- 
eight. 

The  Chairman.  Two  thousand  one  hundred  and  thirty-six  dollars 
a  year? 

Mr.  Coronado.  Yes. 

The  Chairman.  For  an  adult.  Those  are  all  under — I  would 
assume  the  average  age  is  quite  low.  Under  65,  certainly. 

Mr.  Coronado.  Yes.  - 

The  Chairman.  Under  30? 

Mr.  Coronado.  In  that  range;  yes,  sir. 

The  Chairman.  OK.  Now,  and  that  is  all  through  one  provider; 
correct? 

Mr.  Coronado.  That  is  correct. 

The  Chairman.  You  are  going  to  add,  it  is  my  understanding, 
70,000  medicaid  beneficiaries  to  this  program;  is  that  correct? 

Mr.  Coronado.  It  will  be  a  total  of  70,000. 

The  Chairman.  I  am  sorry.  So  you  are  going  to  add  about  55,000. 

Mr.  Coronado.  That  is  correct. 

The  Chairman.  You  plan  to  do  that  this  year  or  next  year? 

Mr.  Coronado.  This  year. 

The  Chairman.  How  much  are  you  going  to  pay,  do  you  think, 
when  you  have — you  got  an  idea  of  what  you  will  be  paying  when 
you  have  the  total  of  70,000? 

Mr.  Coronado.  We  are  still  working  out  the  rate. 

The  Chairman.  Well,  give  me  a  range?  What  is  their  last  best 
offer? 

Mr.  Coronado.  Well,  it  is  not  a  question  of  last  best  offer.  What 
we  are  doing  is  looking  at  the  cost  figures  for  the  population. 

The  Chairman.  How  do  you  determine  the  cost  figures? 

Mr.  Coronado.  Well,  we  know  what  we  pay  for  them,  what  kind 
of  utilization  we  can  expect  to  see  given 

The  Chairman.  Wait  a  minute.  You  have  already  been  paying 
$2,136  for  adults  and  $1,140  for  children. 

Mr.  Coronado.  No.  What  I  am  talking  about  is  the  cost  of  pro- 
viding services  to  the  70,000  population. 

The  Chairman.  Let's  start  with  the  16,000.  Do  you  think  it  is 
going  to  be  more 

Mr.  Coronado.  I  expect  it  is  going  to  be  less. 

The  Chairman.  Less.  How  much  less? 

Mr.  Coronado.  That  is  very  difficult  to  say  now  because  we  are 
still  looking  at  our  1992  figures,  at  the  utilization  and  at  the  cost 
figures. 

The  Chairman.  You  mean  you  are  going  to  reimburse  this  pro- 
vider on  a  cost  basis? 

Mr.  Coronado.  Not  at  all.  It  is  going  to  be  a  percent — well.  Fed- 
eral regulations  say  that  we  cannot  pay  more  than  we  would  have 
paid  under  a  fee-for-service.  Usually  what  States  do  is  they  set  a 
percentage  less  than  fee-for-service. 

The  Chairman.  Ninety-five  percent,  let's  say. 

Mr.  Coronado.  Well,  we  are  going  to  be  at  92.5  percent. 

The  Chairman.  Oh,  good.  You  are  not  sure  how  much  less  than 
the  $2,136  that  is  going  to  be? 
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Mr.  CoRONADO.  Well,  actually  there  is  a  family  cost  of  about 
$116,  composite  for  a  family.  But  I  can't  tell  you  right  now.  You 
see,  in  fact,  I  was  just  talking  to  Mr.  Shiels  before  we  came  up  here 
about  an  actuary,  identifying  an  actuary  that  could  work  with  us 
so  that  we  could  finalize  our  rate. 

The  Chairman.  Wait  a  minute.  You  are  contracting  with  a  plan; 
is  that  correct? 

Mr.  CoRONADO.  Yes.  But  this  plan  is  different,  Mr.  Chairman. 
This  is  a  State-regulated  plan. 

The  Chairman.  You  mean  this  is  a  District  of  Columbia-regulat- 
ed plan? 

Mr.  CoRONADO.  That  is  correct.  Yes.  It  is  not  a  federally  qualified 
HMO. 

The  Chairman.  Yes,  I  understand  that. 

Mr.  Coronado.  We  cannot  lock  clients  into  that,  into  the  HMO, 
and  there  is  flux.  The  manner  in  which  rates  are  set  under  this 
program  are  very  different 

The  Chairman.  Let  me  ask  you  this.  Do  you  have  a  written  out- 
line of  the  requirements  of  this  plan  and  the  details,  the  rules  of 
how  people  will  be  provided  care  and  how  much  you  will  pay? 

Mr.  Coronado.  Yes,  we  do. 

The  Chairman.  Do  you  have  a  copy  of  that  with  you? 

Mr.  Coronado.  No,  I  am  sorry,  I  don't,  but  I  can  provide  you 
with  that. 

The  Chairman.  Would  you  provide  that  for  the  record? 

Mr.  Coronado.  Be  happy  to. 

[The  information  follows:] 
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DOGIORS 
COUNCIL 


1101  VERMONT  AVENUE.  N.W..  SUITE  40S.  WASHINGTON.  D.C.  200OT    (202)408M7J    FAX  (202)  408-rj93 


July  15,  1992 


David  Coronado 

Commissioner 

Health  Care  Financing  Commission 

2100  Martin  Luther  King  Jr.,  Ave,  SE 

Washington,  DC   20032 


Dear  Mr.  Coronado, 


The  Doctors  Council,  representing  326  physicians,  dentists  and  podiatrists  employed  by  DC 
Govcrament,  was  greatly  interested  in  HCFC's  testimony  on  June  1 1,  1992  before  the  Human  Services 
Committee  on  bill  9-425.  HCFC's  references  to  the  positive  experiences  with  the  current  capitated 
plan  were  of  particular  interest 

Doctors  Council  bargaining  unit  members  provide  direct  patient  care  in  all  clinics  managed  by  CPH, 
as  weU  as  in  Corrections.  The  ambulawry  care  clinicians  report  that  they  are  currently  seeing  a 
significant  number  of  Charter  Health  enrollees,  who,  for  a  number  of  reasons,  prefer  to  seek  medical 
and  dental  care  &om  neighborhood  health  clinics.  Some  physicians  and  dentists  report  that  up  to  25% 
of  their  patient  load  is  comprised  of  Charter  Health  enroUees.  By  CPH  policy,  no  patients  are  turned 
away;  nor  do  the  clinic  doctors  wish  to  deny  care  for  any  patient  The  Doctors  Council  is  concerned, 
however,  that  a  private  health  care  entity  is  receiving  capitation  fees  for  patients  who  apparently  prefer 
to  be  treated  at  a  CPH  clinic;  while  the  clinics  are  denied  the  authority  to  bill  for  medicaid  for  Charter 
Health  patients,  undermining  their  own  scarce  funding. 

There  appear  to  be  several  reasons  for  the  return  to  the  clinics  of  a  significant  number  of  Charter 
Health  patients.  Among  most  frequently  staled  reasons  are  accessibility  of  the  NHC;  preference  for 
clinic  provider;  an  inability  to  timely  schedule  with  a  Charter  Health  provider;  and  an  inability  to 
formally  disenroll  due  to  confusion  regarding  the  disenroUment  process.  I  must  also  state  that  the 
clinic  doctors  have  heard  numerous  patient  stories  of  hyper  aggressive  marketing  and  subsequent 
failure  (or  perceived  failure)  of  Charter  Health  to  deliver  on  promises  made  to  eruoUees. 

The  Doctors  Council  stands  for  accessible  quality  care  for  DC  citizens.  We  cannot  afford  to  lose 
scarce  health  care  dollars  in  this  fiscally  depleted  environment,  nor  do  we  believe  patient  care  is 
enhanced  by  removing  &ora  the  patient  the  right  to  access  neighborhood  health  clinics.  We  urge  your 
office  to  develop  a  system  for  re-capturing  capitation  fees  for  patients  who  have  elected  to  return  to 
CPH  clinics  for  care. 
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The  Doctors  Council  requests  that  you  review  this  issue,  including  the  suj\'eying  of  the  cliaics,  and 
take  all  actions  in  your  power  to  assure  the  right  of  the  patient  to  select  his  or  her  provider,  as  well 
as  to  protect  the  District's  health  care  revenues. 

I  appreciate  your  timely  attention  to  this  concern.  Please  advise  me  of  the  results  of  your  review  of 
our  concerns. 

Sincerely, 


^2i<w^ 


,  Adrian  G.  Wilsol 
President 


AGW/saw 

C:        Vincent  Gray 
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O.C  •  41 


Mamorandum  O  Government  of  tin  OUlrUt  of  CalumbU 


TO; 


FROM: 


iiarlono  M.  K«lloy,  it.D. 


Ajificy,  OfTifi; 


COBwioaloi^tr  Of  pubiio  Urnlth      "'^  *^     ^  ^  f /  7-    J> 


SUWtCT:  M«igW}'5rhood  Re*ltix  Cuntcris  an*  QX\\tx  Clinic  Sofvloftfl 

te  Kfdioaid  {lecipionca 

2t  h4«  b«on  brought  to  ay  «U«fition  fchat  In  ricoal  Y«^^ 
i«ej,  Aahulfttory  Moalth  cars  Ainlnintration  provided  In 
oxctnd   or   3,000  vialto  &t  mica  faoUitieo  to  medicaid 
reaipi<M\ta  vho    8x«   «nroiUeA   of    th«   onarUr«d   HoaXth 
Pl^^,  BKO. 

InAnauoh  &r  iU9h  indivlduali  h«v«  KOO'sna  to  oompr«h9nalvQ 
h^AltA  oar*  tbrougb  a  pro^reiA  for  vhich  tha  OlntrlOt 
goveran^nt  is  pnyin^  on  a  pr«pKid  bftsiv,  you  aro 
r«^fi«tod  to  t«f  ar  «uoA  p6ti«nti)  bocjt  to  th«  itKO  in  whioa 
they  &ro  •nrollBd  for  nodical  oara  sorvioAi. 

QAforo  ducb  ratorrali  «»  madv*  ollnio  pcrsonnol  nuot 
aoeuiTA  ttioax«lv«9  through  a  tftlophonn  caU  to  tho 
ntdlcaid  viurlf  ieation  oystoa  that  t?\o  individual  in  atiU 
a  Ki'^rvbor  of  ch«  Hno  in  9000  standing?  and  ftncitiAd  to 
rocaivft  Buch  Bttvioot. 

Tbn  «)xo9(ption  to  this  polioy  1b  that  dontal  oorvioen  to 
indivldualB  aj  vnarB  of  a^a  and  ev^r  ^ill  ba  providnd  as 
it  ie  net  a  aadioaid  oovartd  aarvioa  and  thoroforo  not 
provided  by  thA  cn«irtor»d  )fito. 

Daa/CJPH/WlCA/«'COPPOtJl/dAV/03/23/93/<'73'e67e 
oat     CFB  T\l%,  C2i£on 
AMCA  rii* 
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The  Chairman.  All  right,  let's  talk  about  this.  Now  it  is  my  un- 
derstanding that  in  1992  this  plan  with  16,000  people  in  it,  that 
there  were  over  3,000  visits  by  those  16,000  people  to  Public  Health 
Service  clinics  outside  the  plan.  Is  that  about  right? 

Mr.  CoRONADO.  Actually,  the  figures  we  had  were  1,044. 

The  Chairman.  I  have  over  3,000. 

You  have  indicated,  and  I  think  Mr.  Shiels  indicated,  and  I 
would  ask  Mr.  Shiels  this  very  quickly,  wouldn't  you  estimate  that 
if  we  are  going  to  have  the  70,000  people,  all  of  whom  are  medicaid 
or  AFDC,  that  it  is  safe  to  assume  that  80  or  90  percent  of  them 
are  going  to  come  from  ward  7  and  ward  8?  Fair  assumption? 

Mr.  Shiels.  Yes. 

The  Chairman.  All  right. 

Mr.  Shiels.  Certainly. 

The  Chairman.  So  in  ward  7  and  ward  8,  it  is  my  understanding 
that  this  plan  has  a  grand  total  of  seven  doctors.  Is  that  about 
right? 

Mr.  Coronado.  That  is  about  right.  Yes. 

The  Chairman.  They  have  a  total  of  under  60,  so  the  other  50 
are  spread  out  at  some  distance  from  ward  7  and  ward  8;  is  that 
about  right? 

Mr.  Coronado.  Yes. 

The  Chairman.  How  many  doctors  do  you  suppose  are  going  to 
add — for  when  you  add  55,000  people  to  this  plan? 

Mr.  Coronado.  They  are  not  going  to  be  the  only  plan,  Mr. 
Chairman. 

The  Chairman.  Oh,  they  are  not? 

Mr.  Coronado.  No,  they  are  not. 

The  Chairman.  Oh.  There  is  going  to  be  more  than  one  plan. 

Mr.  Coronado.  Yes,  indeed,  there  will  be. 

The  Chairman.  How  many? 

Mr.  Coronado.  Well,  at  the  moment  we  have  5  other  plans  that 
have  expressed  very  strong  interest  in  participating. 

The  Chairman.  Good.  Can  you  name  those  for  us? 

Mr.  Coronado.  Yes.  I  am  not  sure — well,  certainly  I  can — you 
know,  it  is  a  matter  of  public  record,  the  plans  that  have  come  and 
spoken  with  us.  Blue  Cross. 

The  Chairman.  Um-hum.  Which  Blue  Cross?  The  District  of  Co- 
lumbia? 

Mr.  Coronado.  District  of  Columbia.  They  have  a  partner. 

The  Chairman.  Whose — Blue  Cross  District  of  Columbia,  all 
right.  You  think  they  will  be  in  business  next  year?  Well,  let's  go 
ahead.  Who  else? 

Mr.  Coronado.  OK.  Kaiser  Permanente. 

The  Chairman.  Kaiser,  all  right. 

Mr.  Coronado.  GHA. 

The  Chairman.  Who  is  that? 

Mr.  Coronado.  Group  Health. 

The  Chairman.  Group  Health  Association. 

Mr.  Coronado.  George  Washington  University  Health  Plan. 

The  Chairman.  OK. 

Mr.  Coronado.  Cigna. 

The  Chairman.  I  have  heard  of  them. 
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Mr.  CoRONADO.  Health  Care  Cooperative.  It  is  a  group  that  has 
formed  recently  here  in  the  city. 

The  Chairman.  It  is  recently  formed? 

Mr.  CoRONADO.  Yes. 

The  Chairman.  Does  the  District  have  laws  or  regulations  on 
how  a  group  can  form? 

Mr.  CoRONADO.  The  District's  medicaid  Program  has  regulations; 
yes.  We  are  the  ones  who  regulate  them. 

The  Chairman.  Dr.  McDermott  and  I  are  planning  to  form  a 
group  like  this.  What  would  we  have  to  do  to  qualify  to  be  a  group? 

Mr.  CoRONADO.  Well,  there  are  a  number  of  things.  You  have  to 
incorporate  in  the  District. 

The  Chairman.  Yes.  Fifty  bucks,  right? 

Mr.  CoRONADO.  No.  Well,  it  may  cost  you  $50  to  incorporate,  but 
you  would  have  to  post  a  cash  bond  of  $100,000  if  you  were  not  op- 
erating and  had  tangible  assets  that 

The  Chairman.  A  hundred  thousand  dollar  bond.  Would  a  letter 
of  credit  be  all  right? 

Mr.  CoRONADO.  Yes. 

The  Chairman.  From  this  bank  that  deals  with — BCCI;  yes. 

[Laughter] 

The  Chairman.  All  right.  So  we  have  our  $50  incorporation 
papers  and  a  letter  of  credit  from  BCCI.  What  is  next? 

Mr.  CoRONADO.  You  have  to  have  providers  that  are  licensed  by 
the  District. 

The  Chairman.  I  have  Doc  here. 

Mr.  CoRONADO.  Is  he  licensed  in  the  District? 

The  Chairman.  He  has  reciprocity. 

Mr.  CoRONADO.  OK. 

The  Chairman.  He  is  in. 

Mr.  CoRONADO.  There  are  a  number  of  other  criteria  that  either 
relate  to  the  way  that  you  provide  service 

The  Chairman.  Well,  give  me  the  tough  ones.  So  far  this  has 
been  easy. 

Mr.  CoRONADO.  OK.  One  of  the  things  that  you  have  to  do  is 
under  the  current  regulations  you  must  agree  that  you  are  going  to 
provide  24-hour  coverage.  You  must  agree  that  you  are  going  to 
accept  patients — must  agree  that  you  are  going  to  not  turn  away 
patients.  You  know,  that  you  are  going  to  see  the  patients  that  are 
sent  to  you  that  qualify  for  your  plan.  Must  agree  that  you  are 
going  to  provide  education  with  regard  to  how  to  access  health 
care.  That  you  are  going  to  provide  health  education.  That  you  are 
going  to  have  an  agreement  system  that  is  in  addition  to  the  one 
that  is  required  by  the  Federal  Government. 

The  Chairman.  How  about  the  number  of  doctors  I  must  have 
per  patient? 

Mr.  CoRONADO.  That  is  not  currently  a  part  of  the  regulations. 
However,  it  is  part  of  the  requirements  that  we  are  putting  togeth- 
er for  our  medicaid  plan. 

The  Chairman.  You  are  going  to  have  a  requirement  of  the 
number  of  doctors  per  enrollee? 

Mr.  CoRONADO.  Maximum  number  of  two  thousand.  Two  thou- 
sand enrollees  per  primary  care  physician. 
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The  Chairman.  What  is  that,  about  double  the  national  average? 
Four  times  the  national  average?  That  sounds  high  quality. 

Now,  let's  get  to  the  tough — I  don't  have  to  have  a  hospital; 
right? 

Mr.  CoRONADO.  No.  But  you  have  to  be  able  to  make  arrange- 
ments to  have  someone  referred  to  specialty  care  if  you  don't  pro- 
vide it  or  to  be  hospitalized. 

The  Chairman.  But  I  cannot  own  one  of  these  specialty  care 
things  that  I  refer  people  to,  can  I? 

Mr.  CoRONADO.  Yes,  you  can. 

The  Chairman.  OK.  Do  I  get  paid  extra  for  that? 

Mr.  CoRONADO.  Extra? 

The  Chairman.  Well,  I  get  paid  my  costs? 

Mr.  CoRONADO.  No.  If  you  are  on  a  capitated  basis,  then 

The  Chairman.  Aren't  they  all  going  to  be  on  a  capitated  basis? 

Mr.  Coronado.  If  they  are  HMO's;  yes,  they  will. 

The  Chairman.  What  if  they  are  not? 

Mr.  Coronado.  Well,  the  only  other — what  our  current  waiver 
that  we  have  with  the  Federal  Government  says  is  it  allows  for 
those  physicians  who  are  in  the  community  to  continue  to  practice 
on  a  fee-for-service  basis? 

The  Chairman.  How  are  you  going  to  set  those  fees? 

Mr.  Coronado.  We  have  a  fee  schedule  currently  that  I  would  be 
happy  to  provide  for  the  record. 

The  Chairman.  Let's  get  to  the  tough  part  now.  I  have  heard 
nothing  so  far  that  has  ended  the  Stark-McDermott  Care  For  All 
Corporation.  What  happens  if  we  fib  to  you?  Or  if  we  turn  some- 
body away?  Let's  get  to  the  penalty  side.  Usually  at  the  end  of  a 
law  you  have  a  little  something  down  there  that  says  in  the  unlike- 
ly event  that  this  does  not  work  out,  is  there  a  jail  sentence? 

Mr.  Coronado.  No. 

The  Chairman.  No? 

Mr.  Coronado.  The  maximum,  of  course,  is  forfeiture  of  the 
bond. 

The  Chairman.  But  that  is  BCCI's  problem;  right?  If  I  sign  up 
20,000  or  30,000  people  and  I  don't  make  it,  I  forfeit  the  bond,  is 
that  what  you  are  telling  me? 

Mr.  Coronado.  Yes. 

The  Chairman.  What  would  you  pay  me  for  a  bond  from  the 
Blue  Cross  Insurance  Company  in  the  District  of  Columbia?  If  I 
had  a  note  from  them,  would  you  say  that  was  worth  face  value 
today? 

Mr.  Coronado.  I  am  not  sure  because  I  am  not  sure  what  their 
assets  are. 

The  Chairman.  I  do  not  think  they  are  very  sure  either.  OK. 
Now,  I  was  looking  for  Mr.  Shiels'  number  of  doctors  here.  How 
many  doctors,  Mr.  Shiels — you  can  probably  tell  me  right  off  the 
top  of  your  head — are  there  in  wards  7  and  8,  primary  care?  You 
had  an  absolute  number. 

Mr.  Shiels.  I  do  not  have  those  figures  with  me. 

The  Chairman.  Wasn't  many. 

Mr.  Shiels.  I  do  not  have  those  figures  in  the  testimony.  I  do  not 
have  them  distributed.  We  do  not  have  the  distribution  in  here. 

The  Chairman.  We  had  them  someplace. 
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Mr.  CoRONADO.  We  know- 


The  Chairman.  Oh,  yes.  Mr.  Coronado,  you  have  it. 

Mr.  Coronado.  Yes. 

The  Chairman.  You  know.  How  many  docs,  primary  care  docs  in 
wards  7  and  8?  Here  we  go. 

Mr.  Coronado.  A  hundred  and  eighteen;  118. 

The  Chairman.  All  right.  No.  No.  That  is  total.  You  have  them 
all.  That  is  all  right.  You  have  118  out  of  1,400.  You  think  118  docs 
is  enough  for  70,000  people? 

Mr.  Coronado.  Well,  they  are  not  all — not  all  the  70,000  live  in 
wards  7  and  8.  There  are  32,000  AFDC  recipients  that  live  in  wards 
7  and  8. 

The  Chairman.  Now,  if  any  of  these  people  sign  up — Blue, 
Kaiser,  George  Washington,  Cigna — will  they  have  to  agree  to  take 
any  resident  of  the  District  who  qualifies? 

Mr.  Coronado.  Yes. 

The  Chairman.  Will  they  be  allowed  to  sell,  to  solicit  member- 
ship? 

Mr.  Coronado.  You  mean  market  their  plans? 

The  Chairman.  Yes. 

Mr.  Coronado.  Yes,  they  will.  But  there  will  be  restrictions. 

The  Chairman.  What  kind  of  restrictions  are  there  going  to  be 
on  the  marketing  now?  Because  that  is  my  part  of  this.  He  is  going 
to  take  care  of  the  people  in  our  company.  What  restrictions  are 
you  going  to  put  on  me  when  I  sign  people  up  for  the  plan? 

Mr.  Coronado.  Well,  first  of  all,  there  are  several.  The  staff  that 
you  use  to  do  the  marketing  cannot  be  paid  bonuses  for  the 
number  of  people  that  they  enroll  in  the  plan. 

The  Chairman.  Straight  salary. 

Mr.  Coronado.  Straight  salary.  You  must  provide  materials  on 
how  you  provide  care,  what  your  hours  are,  what  an  individual's 
rights  and  responsibilities  are  if  they  enroll  with  your  plan.  They 
must  be  given  numbers,  emergency  numbers  if  they  need  urgent 
care  during  other  than  regular  office  hours.  If  they  are  a  person 
who  does  not  speak  English,  in  the  case  of  the  District,  who  speak 
Spanish,  you  must  provide  materials  for  them  that  are  in  both 
English  and  Spanish;  you  know,  depending  on  which  one  they  can 
read. 

You  cannot  market  someone  who  is  a  member — you  know,  who  is 
an  enrolled  member  of  someone  else's  plan  already. 

The  Chairman.  Where  does  the  competition  come  in  here,  if  I 
cannot  steal  them  from  Kaiser,  for  Heaven's  sakes  or  Blue  Cross? 

Mr.  Coronado.  There  is  only  one  occasion  when  that  can  be 
done,  and  that  is  when  someone  certifies  or  recertifies. 

The  Chairman.  You  are  not  going  to  have  open  enrollment  each 
year? 

Mr.  Coronado.  Well,  it  is  going  to  be  each  time  that  they  certify 
or  recertify.  What  we  are  interested  in  is  continuity  of  care.  Under 
the  current  program,  since  that  is  not  a  federally  qualified  HMO, 
patients  cannot  be  locked  in  for  any  period  of  time,  so  they  can 
change  from  week  to  week. 

The  Chairman.  Let's  just  suppose — I  cannot  believe  there  would 
be  anybody  in  this  country  that,  but  it  takes  one  to  think  of  one, 
that  could  be  so  underhanded  and  scurrilous  as  to  come  in  and  or- 
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ganize  a  plan,  you  know.  But  say  that  I  was  going  to  organize  it.  I 
will  not  tell  you  where  Dr.  McDermott  lives  but  he  lives  sufficient- 
ly far  enough  away  from  wards  7  and  8  that  if  we  went  in  and  mar- 
keted a  plan  and  signed  up  10,000  or  15,000  people,  I  am  sure  the 
doc  could  take  care  of  them  all  by  himself.  But  let's  suppose  after  a 
year  or  so  out  of  these  10,000  people  it  turned  out  that  most  of 
them  never  showed  up  at  our  office,  kept  going  down  to  the  emer- 
gency room.  I  would  still  collect  my  $2,100  a  head,  right? 

Mr.  CoRONADO.  One  of  the  things  that  we  are  going  to  be  requir- 
ing is  a  variety  of  reports.  Our  evaluation  system  is  going  to  be  as 
concerned  about  underutilization  as  it  is  overutilization.  We  are 
acutely  aware  of  the  fact  that 

The  Chairman.  How  are  you  going  to  know  whether  those 
people — I  have  10,000  people.  I  am  cranking  in  about  2  million  a 
month,  21  million  a  year.  I  figure  with  that  we  can  go  out  and  hire 
somebody  to  write  those  reports  all  right.  How  are  you  going  to 
know  whether  the  people  signed  up  in  my  plan  are  sick  or  not? 

Mr.  CoRONADO.  Whether  they  are  ill,  you  mean?  Is  that  what  you 
are  saying? 

The  Chairman.  Whether  they  are  ill;  yes. 

Mr.  CoRONADO.  Well,  you  know,  as  I  was  saying,  we  are  going  to 
require  a  number  of  regular  reports  that  are  going  to  give  us  infor- 
mation by  patient  name  of  services  that  are  received. 

The  Chairman.  Will  each  patient  in  my  plan  have  to  have  a 
physical? 

Mr.  CoRONADO.  Yes;  they  will. 

The  Chairman.  Each  year? 

Mr.  Coronado.  Within  60  days  of  the  time  that  they  enroll  with 
you,  if  they  have  not  already  had  one  in  a  year.  Children  are  going 
to  have  to  have  an  annual  EPSDT  screen  and  any  other  sort  of  in- 
terim screens  that  are  required.  They  are  going  to  have  to  have  im- 
munization. That  is  going  to  be  required.  We  are  going  to  require  a 
report  by  name  that  includes  the  name  of  the  immunization  and,  of 
course,  the  dosage  as  well. 

The  Chairman.  You  are  making  this  business  sound  tougher  all 
along. 

Mr.  Coronado.  Well,  it  is  a  lot  tougher. 

The  Chairman.  Keep  going.  That  is  what  I  want  to  hear. 

Mr.  Coronado.  For  pregnant  women,  again  we  are  extremely 
concerned  about  prenatal  care.  We  want  to  see  woman  get  prenatal 
care.  We  are  going  to  require,  again,  reports  by  name,  and  we  are 
going  to  verify  these  reports  on  a  random  basis  with  the  individual 
patients. 

There  are  going  to  be  surveys  of  patients  for  client  satisfaction. 
There  is  going  to  be  a  help  line  that  is  specifically  for  clients,  for 
any  questions  or  any  complaints  that  they  might  have  about  their 
plan  or  questions  that  they  might  have  about  their  provider.  For 
example,  if  the  24-hour  number  does  not  work  and  they  feel  like 
they  are  in  urgent  need  of  care,  they  can  call  this  special  number 
that  we  are  going  to  have  manned  24  hours  a  day  and  provide  this 
information. 

For  example,  if  the  24-hour  number  does  not  work  and  they  feel 
like  they  are  in  urgent  need  of  care,  they  can  call  this  special 
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number  that  we  are  going  to  have  manned  24  hours  a  day  and  pro- 
vide this  information. 

Each  medicaid  cHent  is  going  to  receive  information  not  only 
about  the  plan's  grievance  procedure,  but  also  about  the  one  that  is 
required  by  the  Federal  Government  in  the  medicaid  program. 
There  is  going  to  be  a  lot  of  checks  and  balances.  It  is  not  a 
normal — it  is  not  like  an  HMO.  It  is  not  like  a  usual  Kaiser-kind  of 
operation. 

The  Chairman.  Everybody  is  going  to  be  capitated  in  this  plan. 

Mr.  CoRONADO.  If  it  is  an  HMO. 

The  (Jh AIRMAN.  What  if  it  is  not  an  HMO? 

Mr.  CoRONADO.  Well,  there  is  a  law  currently  on  the  books  in  the 
District  of  Columbia  that  requires  that  all  medicaid  providers 
under  managed  care  be  capitated. 

The  Chairman.  So  everybody  is  going  to  be  capitated? 

Mr.  CoRONADO.  Yes. 

The  Chairman.  So,  you  are  going  to  tell  me  that  nobody  will  get 
more  than  $2,136  a  year?  That  is  what  you  are  paying  now,  so  it  is 
going  to  be  less  than  that;  right? 

Mr.  CoRONADO.  Should  be;  yes.  Will  be. 

The  Chairman.  Will  be.  That  sounds  pretty  good. 

Look;  I  would  really  like  to  see  if  you  could  provide  us  for  the 
record  the  outline  or  the  rules  on  this.  I  think  you  have  probably 
just  put  Doc  and  me  out  of  business.  But  I  would  like  to  see  what 
the  more  financially  secure  plans  would  have  to  qualify  for  because 
I  think  that  is  something  that  we  are  going  to  get  to  in  the  next 
witness  panels. 

I  want  to  mention,  as  I  thank  these  witnesses  for  their  help,  that 
in  the  District,  the  District's  medical  and  nursing  schools  and  the 
Pew  Foundation  have  responded  to  the  committee's  staff  over  the 
past  several  months  in  setting  up  various  public  clinics  as  part  of 
the  training  for  nurses  and  medical  students  in  the  District  of  Co- 
lumbia. I  do  not  know  there  is  any  other  time  that  I  had  a  chance 
just  for  the  public  record  to  thank  those  schools  and  the  foundation 
for  working  with  us.  We  hope  that  will  contribute  a  small  part  to 
helping.  Mr.  Coronado  and  his  office  have  been  most  cooperative  in 
that,  and  we  want  to  thank  them  very  much. 

If  none  of  the  members  have  further  questions,  we  want  to  thank 
both  of  you  very  much  for  your  contribution  this  morning.  It  was 
very  interesting. 

The  Chairman.  Our  next  panel  is  comprised  of  these  same  folks 
absent  the  Stark-McDermott  HMO,  which  just  went  out  of  busi- 
ness. We  are  going  to  have  Alissa  Fox,  the  executive  director  of 
congressional  relations  for  Blue  Cross  and  Blue  Shield  Association, 
and  that,  I  believe,  is  the  national  association;  Dr.  John  E.  Ott,  who 
is  the  chief  executive  officer  of  George  Washington  University 
Health  Plan;  Mr.  Robert  Bowles,  Jr.,  who  is  president  and  CEO  of 
the  Chartered  Health  Plan,  Inc. 

Welcome  to  the  committee.  I  would  like  to  just  ask  you  to  start 
off  in  the  order  that  we  called  your  names  and  proceed  to  expand 
on  your  prepared  testimony  or  enlighten  us  in  any  manner  you  are 
comfortable. 

Ms.  Fox? 
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STATEMENTS  OF  ALISSA  FOX,  EXECUTIVE  DIRECTOR,  CONGRES- 
SIONAL RELATIONS,  BLUE  CROSS  AND  BLUE  SHIELD  ASSOCIA- 
TION; DR.  JOHN  E.  OTT,  CEO,  GEORGE  WASHINGTON  UNIVERSI- 
TY HEALTH  PLAN;  AND  ROBERT  L.  BOWLES,  JR.,  PRESIDENT 
AND  CHIEF  EXECUTIVE  OFFICER,  CHARTERED  HEALTH  PLAN, 
INC. 

STATEMENT  OF  ALISSA  FOX 

Ms.  Fox.  Thank  you,  Mr.  Chairman,  and  members  of  the  commit- 
tee. I  am  Alissa  Fox,  here  on  behalf  of  the  National  Blue  Cross  and 
Blue  Shield  Association. 

Blue  Cross/Blue  Shield  provides  coverage  to  D.C.  metropolitan 
area  residents  in  several  ways;  420,000  Federal  employees  and  their 
families  are  enrolled  in  the  Blue  Cross  and  Blue  Shield  Federal 
Employees  Program;  18,000  congressional  employees  are  enrolled 
in  BACE,  the  D.C.  Blue  Cross/ Blue  Shield  Plan's  expanded  pre- 
ferred provider  program. 

In  addition,  the  D.C.  Plan  provides  a  range  of  health  coverage  to 
individuals,  small  and  large  groups,  and  seniors.  The  D.C.  Plan 
offers  PPO,  HMO  and  point-of-service  options.  These  products  offer 
a  wide  choice  of  hospital  and  physicians  located  in  all  areas  of  the 
city. 

Turning  to  the  three  health  care  option  reforms  under  discus- 
sion, we  believe  that  the  goals  of  cost  control  and  universal  cover- 
age can  best  be  achieved  through  managed  competition.  By  man- 
aged competition,  we  mean  essentially  three  elements: 

First,  employers  should  be  required  to  contribute  to  a  basic  bene- 
fit package  for  their  employees  that  includes  preventive  care.  Sub- 
sidies should  be  provided  to  small  employers  and  low-income  indi- 
viduals. 

Second,  strict  insurance  standards  should  be  set  and  applied  to 
all  insurers  and  self-funded  entities.  These  standards  should  in- 
clude community  rating,  open  enrollment,  guaranteed  renewabil- 
ity,  standardized  benefit  packages,  and  requirements  for  stream- 
lined administration. 

Third,  incentives  should  be  provided  to  encourage  and  hasten  the 
movement  of  consumers  into  cost  effective  delivery  systems.  We 
caution  Federal  policymakers  not  to  make  reforms  entirely  depend- 
ent on  the  establishment  of  a  HIPC  everywhere.  We  believe  we 
should  first  gain  experience  through  HIPC's  through  targeted  ef- 
forts at  individuals  and  small  employers. 

There  are  a  lot  of  unanswered  questions  about  HIPC's.  Who 
should  run  them?  What  are  their  responsibilities?  Who  should  be 
covered  by  them?  And  what  areas  should  they  cover?  For  example, 
in  District  of  Columbia,  would  the  D.C.  HIPC  also  include  the  sur- 
rounding metro  areas?  Would  Federal  and  State  employees  be  in- 
cluded in  the  D.C.  HIPC?  For  these  reasons,  we  believe  HIPC's 
must  be  carefully  reviewed  and  tested  before  implemented  nation- 
wide. 

I  would  like  to  give  you  an  example  of  the  kind  of  initiative  that 
would  be  developed  under  a  managed  competition  approach.  The 
D.C.  Blue  Cross/Blue  Shield  Plan  has  just  begun  using  a  provider 
profiling  program  to  select  quality,  cost-effective  providers  for  its 
select  PPO  offered  to  Federal  employees  and  its  Capital  Care  HMO 
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network.  This  profiling  system  compares  the  practice  patterns  of 
D.C.  area  doctors.  What  is  unique  about  this  system  is  that  it  col- 
lects all  the  services  ordered  or  performed  by  the  doctor  for  a  given 
episode  of  care  including  X-rays,  lab  tests,  and  hospital  care. 

So  for  a  given  illness  the  system  captures  total  resources  for  that 
patient's  episode  of  care.  What  you  find  is  that  someone  who  looks 
cost  effective  when  you  look  at  the  price  of  office  visits  only  may 
really  be  extraordinarily  expensive  when  you  add  in  all  the  other 
services  such  as  X-rays,  lab  tests  and  referrals  to  specialists  that 
doctor  has  ordered. 

That  concludes  my  remarks,  and  we  look  forward  to  working 
with  Congress  to  make  reform  of  our  health  care  system  a  reality.  I 
would  just  like  to  say  in  a  final  note,  Mr.  Chairman,  with  respect 
to  the  issue  of  solvency  of  the  D.C.  Plan  we  expect  to  have  a  formal 
announcement  soon  announcing  an  arrangement  between  the  D.C. 
Plan  and  a  group  of  Blue  Cross/Blue  Shield  Plans  to  assure  the  sol- 
vency of  the  D.C.  Plan  and  the  security  of  the  D.C.  subscribers. 

The  Chairman.  You  are  going  to  take  on  the  Stark-McDermott 
Plan  and  insure  us  too? 

[Laughter] 

[The  prepared  statement  of  Ms.  Fox  follows:] 
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Mr.  Chairman  and  members  of  the  Committee,  I  am  Alissa  Fox,  Executive 
Director  of  Congressional  Relations  of  the  Blue  Cross  and  Blue  Shield 
Association.  The  Association  is  the  coordinating  organization  for  the 
71  independent  Blue  Cross  and  Blue  Shield  Plans  throughout  the  nation. 
Collectively,  the  Plans  provide  health  benefits  protection  for  nearly  70 
million  people.   I  appreciate  the  opportunity  to  testify  today  on  health 
care  reform  options  under  consideration  by  Congress. 

In  my  testimony  today,  I  will  speak  briefly  about  the  Blue  Cross  and 
Blue  Shield  of  the  National  Capital  Area's  (BCBSNCA)  role  in  providing 
coverage  to  District  of  Columbia  residents.   I  will  then  turn  to  our 
analysis  of  the  three  health  care  reform  options. 

BCBSNCA  provides  coverage  to  l.I  million  subscribers  in  the  Washington 
metropolitan  area.  Coverage  is  provided  to  approximately  420,000 
federal  employees  and  their  families  through  the  Federal  Employee  Health 
Benefit  Program  (FEHBP).  Several  different  benefit  packages  are  offered 
through  the  FEHBP,  including  an  expanded  preferred  provider  plan,  BACE, 
for  legislative  branch  employees.   In  addition,  a  substantial  number  of 
businesses  --  large  and  small  --  and  individuals  in  D.C.  are  covered  by 
BCBSNCA  and  its  health  maintenance  organization.  Capital  Care. 

I  also  would  like  to  point  out  that  the  Blue  Cross  and  Blue  Shield 
Federal  Employees  Program  had  record  gains  in  enrollment  during  the  most 
recent  open  season.  This  success  most  likely  is  attributable  to  the 
program's  new  network  of  preferred  provider  physicians,  hospitals  and 
pharmacies.   In  addition,  the  program  receives  extremely  high  marks  for 
customer  satisfaction.  A  recent  survey  by  the  Gallup  organization 
showed  that  members  rate  their  customer  service  as  4.46  on  a  5.0  scale. 

I  will  turn  now  to  a  discussion  of  the  three  health  care  reform  options 
you  have  outlined:  single-payer,  "p1ay-or-pay"  and  managed  competition 
approaches. 

Single-Payer 

Under  a  single-payer  system,  the  federal  government  would  provide 
coverage  for  everyone.  The  federal  government  would  control  total 
national  spending  on  health  care  and  set  the  health  care  budget  for  each 
area,  including  the  District.  The  government  would  determine  which 
medical  services  are  covered  and  establish  payment  rates  that  providers 
would  be  required  to  accept  as  payment  in  full.  This  system  could  be 
financed  by  employer  and  employee  payroll  taxes  as  well  as  individual 
income  taxes. 
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We  oppose  a  single-payer  approach  for  a  number  of  reasons.  First, 
health  care  decisions  would  be  driven  by  budget  pressures  rather  than 
sound  public  policy  considerations.   Whether  the  federal  government 
would  provide  appropriate  levels  of  high-quality  care  would  be  based  on 
what  the  government  would  budget  each  year.  As  a  result,  financial 
support  for  hospitals  and  physicians  would  become  an  annual  political 
decision  that  could  lead  to  some  of  the  consequences  we  have  observed  in 
other  countries,  including  waiting  lists,  rationing  and  an  inadequate 
investment  in  research  and  technology. 

A  single-payer  system  would  depend  on  price  controls  and  regulations 
that  are  incompatible  with  effective  cost-containment.  Setting 
arbitrary  limits  on  how  much  the  District  could  spend  for  health  care  or 
on  the  cost  of  a  particular  service  fails  to  address  the  need  to  manage 
the  use  of  health  care  services.  Long-term  costs  cannot  be  contained 
unless  there  are  incentives  for  individuals  to  change  the  way  they  use 
the  health  care  system  and  for  providers  to  change  the  way  they  practice 
medicine. 

Finally,  a  single-payer  system  would  stifle  innovation  and  advances  in 
technology.   The  government  is  historically  slow  to  accept  innovation. 
And  technological  research  and  advances  in  treating  severe  medical 
problems  could  be  hampered  under  a  system  of  price  controls  and  heavy 
regulation. 

"Play-or-Pay" 

Under  a  "play-or-pay"  approach,  employers  in  the  District  and  elsewhere 
would  have  a  choice:  to  "play"  by  contributing  to  a  health  benefits 
package  for  their  employees  and  dependents  or  to  "pay"  through 
additional  payroll  taxes  to  cover  their  employees  under  a  government-run 
health  care  program. 

We  also  have  a  number  of  concerns  with  this  approach  to  health  care 
reform.  One  fundamental  concern  with  the  "play-or-pay"  structure  is  its 
inherent  incentives  for  employers  to  increasingly  abandon  their  role  in 
providing  benefits  directly,  and  send  their  employees  and  their  families 
to  the  public  pool  for  coverage.  Employers  likely  would  weigh  their 
particular  health  care  needs  to  determine  whether  it  would  be  less 
expensive  to  insure  their  employees  through  public  pools.  Because 
payroll  taxes  increase  less  quickly  than  health  care  costs,  many 
employees  eventually  would  move  from  private,  employer-based  coverage  to 
government  pools. 

Experience  in  the  Medicare  program  suggests  that  government  cost 
controls  would  take  the  form  of  price  controls  on  hospitals  and 
physicians  in  the  public  pools.  As  noted  earlier,  we  have  serious 
concerns  about  proposals  that  rely  on  price  controls  to  hold  down  costs 
because  they  do  not  provide  any  incentives  to  encourage  hospitals  and 
doctors  to  change  their  practice  patterns  and  become  more  cost- 
effective. 

Finally,  we  believe  that  a  "play-or-pay"  system  could  evolve  into  a 
single  government- funded  and  government-operated  national  health 
program.  Large  employers  who  want  to  limit  their  own  costs  would  have 
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an  incentive  to  shift  employees  to  public  pools  rather  than  pay  for 
private  insurance.  Over  time,  this  would  lead  to  a  a  massive  federal 
program  as  the  major  source  of  coverage  for  employees.  We  do  not 
believe  that  the  pool  will  be  responsive  to  the  needs  of  employees.  The 
link  between  employers  and  employees  in  the  current  system  provides  for 
a  degree  of  accountability  and  attention  to  individual  employee  needs 
that  could  not  be  sustained  under  a  public  program. 

Managed  Competition 

We  believe  that  the  twin  challenges  of  cost-control  and  access  can  best 
be  brought  about  by  a  managed  competition  approach  to  health  care  reform 
coupled  with  a  requirement  that  employers  contribute  to  a  basic  set  of 
benefits  for  employees  and  their  dependents.  Managed  competition  would 
create  incentives  to  change  behavior  at  all  levels,  making  insurers, 
providers  and  consumers  more  price  sensitive  and  quality  conscious  in 
delivering  and  purchasing  health  care  services. 

To  implement  managed  competition,  the  inequities  that  exist  in  the 
insurance  industry  must  be  addressed  first.  We  strongly  support  a  top- 
to-bottom  shake-up  of  the  industry  to  eliminate  competition  based  on 
selection  of  the  best  risks.  Instead,  insurers  must  compete  on  their 
ability  to  manage  costs  and  provide  high-quality  service. 

We  envision  a  set  of  strict  insurance  reform  standards  that  would  apply 
to  all  insurers  and  self-funded  entities  that  offer  health  care 
benefits.  Only  those  insurers  or  self-funded  plans  that  adhere  to 
strict  standards  would  be  certified  as  Accountable  Health  Plans  (AHPs). 
Insurers  not  willing  to  undertake  the  investment  and  make  the  commitment 
required  to  be  an  AHP  could  no  longer  be  licensed  to  do  business.  It  is 
particularly  important  to  amend  ERISA  so  that  these  reforms  apply 
equally  to  both  insured  and  self-funded  entities,  to  assure  that  the 
whole  market,  and  not  just  a  segment  of  it,  is  reformed. 

We  place  insurance  reforms  at  the  top  of  our  list  not  only  because  we 
think  it  is  the  single  most  important  element  of  health  care  reform  but 
also  because  it  could  make  a  real  difference  in  the  lives  of  Americans 
almost  immediately.  We  envision  a  market  place  where  no  one  could  be 
denied  coverage  because  they  were  sick  or  had  a  high  probability  of 
getting  sick;  where  no  individual  or  group  could  be  dropped  from  an 
insurance  plan  because  of  their  claims  history;  where  no  one  would  have 
to  stay  in  an  unsatisfactory  job  because  of  fear  that  they  wouldn't  have 
health  insurance  --  or  couldn't  obtain  health  insurance  --  from  a  future 
employer. 

Indeed,  we  believe  that  if  you  use  insurance  market  reform  to  lead  the 
overall  reform  effort  and  couple  these  reforms  with  some  changes  in  the 
federal  tax  code,  you  could  achieve  four  of  the  five  key  goals  of 
managed  competition  quite  rapidly: 

•  Limiting  the  tax  treatment  of  employer-provided  health  benefits  would 
encourage  and  hasten  the  movement  of  consumers  into  more  cost- 
effective  delivery  systems. 
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•  Requiring  all  insurers  to  adopt  an  open  enrollment  standard  would 
assure  that  any  group  or  individual  could  purchase  coverage  from  any 
AHP  regardless  of  their  health  status. 

•  Requiring  AHPs  to  offer  standardized  benefit  packages  and  report  on 
quality  measurements  would  allow  price  and  quality  comparisons  among 
different  AHPs. 

•  Requiring  AHPs  to  community  rate  with  limited  demographic  adjustments 
would  assure  that  high-cost  groups  do  not  have  disproportionately 

'  higher  premiums. 

The  fifth  goal  --  allowing  individuals  to  choose  their  own  AHP  --  would 
require  establishment  of  Health  Insurance  Purchasing  Cooperatives 
(HIPCs)  or  some  other  similar  entity  in  every  area. 

It  will  be  difficult  and  time-consuming  to  establish  these  entities 
everywhere,  and  it  doesn't  make  sense  to  delay  the  other  necessary 
reforms  --  and  the  cost  savings  they  could  be  yielding  --  until  HIPCs 
are  in  place.   In  addition,  this  approach  would  eliminate  the  risk  of 
making  a  reform  strategy  entirely  dependent  on  a  HIPC  everywhere. 

We  think  it  would  make  more  sense  to  put  the  first  four  elements  of 
managed  competition  in  place  immediately:  open  enrollment,  standardized 
benefit  packages,  community  rating  and  changes  in  the  tax  treatment  of 
employer-provided  health  benefits. 

We  then  could  gain  experience  with  HIPCs  through  state  projects  aimed  at 
small  employers  and/or  individuals.  We  would  recommend  that  these 
efforts  be  confined  to  businesses  with  fewer  than  50  covered  employees 
and  dependents. 

Such  efforts  are  necessary  prior  to  establishing  the  use  of  a  HIPC  in 
the  District  or  similar  areas  because  there  are  a  number  of  unresolved 
issues  that  would  arise  with  HIPCs.  One  key  area  of  concern  is  the 
exact  role  of  the  HIPC.  Some  proposals  envision  them  as  a  facilitator 
for  small  employers  while  others  view  them  more  as  a  government 
regulatory  entity. 

In  addition,  there  are  a  number  of  design  questions  that  are  open.  For 
example,  would  the  HIPC  cover  the  District  only  or  also  include 
surrounding  counties?  Would  the  HIPC  cover  both  the  District  and 
Baltimore  since  they  are  part  of  a  single  new  metropolitan  statistical 
area?  Would  Members  of  Congress  and  their  staffs  who  are  currently 
covered  under  the  Federal  Employees  Health  Benefit  Program  be  covered 
under  the  District  HIPC?  With  what  types  of  responsibilities  would  a 
HIPC  be  charged?  If  HIPCs  have  responsibility  for  regulating  AHPs,  how 
would  regulation  of  AHPs  that  offered  coverage  both  inside  and  outside 
of  the  HIPC  be  coordinated?  Is  it  appropriate  for  a  nongovernmental 
entity  to  have  responsibility  for  collecting  employer  premium 
contributions?  Who  would  qualify  an  AHP  for  participation  in  a  HIPC  and 
whose  standards  would  it  have  to  meet?  These  questions  illustrate  a  few 
of  the  issues  that  would  need  to  be  resolved  prior  to  full-scale 
implementation. 
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For  these  reasons,  we  believe  that  HIPCs  must  be  carefully  reviewed  and 
tested  before  they  are  implemented  in  D.C.  or  similar  areas. 

Moreover,  we  would  not  support  breaking  up  the  FEHBP  into  local  HIPC 
structures.  FEHBP  is  very  close  to  a  managed  competition  model,  and  it 
is  working  well.   It  serves  as  a  good  model  for  very  large,  interstate 
employers  because  it  treats  all  employees  equally  nationwide.   It  would 
be  instructive  to  make  refinements  in  the  program  (e.g.,  more 
standardized  benefit  packages  or  a  risk  adjustment  mechanism)  rather 
than  to  disassemble  it  in  favor  of  a  new  HIPC  structure. 

The  Blue  Cross  and  Blue  Shield  Association's  experience  in  FEHBP  over 
the  last  30  years  has  made  us  sensitive  to  some  administrative  problems 
that  could  arise  with  HIPCs.  Currently,  enrollment  and  disenrollment  of 
participating  individuals  is  a  large  challenge  in  the  FEHBP  even  with 
only  one  large  employer  --  the  federal  government.  HIPCs,  however, 
would  be  responsible  for  managing  the  enrollment  function  for  a 
multitude  of  employers.  FEHBP  also  has  no  billing  responsibilities, 
while  HIPCs  would  be  responsible  for  dealing  with  individuals  and 
individual  employees  of  small  employers,  which  could  be  a  significant 
task. 

In  addition,  advocates  of  HIPCs  acknowledge  that  a  risk  adjustor  is 
needed  to  address  adverse  selection  that  would  result  from  HIPC 
provisions,  such  as  individual  choice  of  coverage.  There  is  no 
agreement,  however,  on  how  to  design  an  effective  risk  adjustor.  We 
have,  in  fact,  recommended  that  the  federal  government  experiment  with 
model  risk  adjustors  in  the  FEHBP. 

Before  closing,  I  would  like  to  highlight  an  innovative  new  program  of 
the  BCBSNCA  that  is  an  example  of  the  kind  of  initiative  that  would  be 
developed  under  a  managed  competition  approach.  BCBSNCA  uses  a  provider 
profiling  program  to  select  quality,  cost-effective  providers  for  its 
select  preferred  provider  plan  that  currently  is  offered  to  federal 
employees  through  the  Blue  Cross  and  Blue  Shield  Federal  Employee 
Program.  This  program  focuses  on  assuring  that  the  network  initially 
selects  these  doctors,  and  then  continues  to  monitor  the  practice 
patterns  of  these  physicians  over  time. 

The  BCBSNCA  profile  program  uses  information  from  its  database  of  over 
20  to  30  million  claim  records  to  compare  the  practice  patterns  of 
physicians  in  the  metropolitan  area.  The  analysis  includes  all  health 
care  services  recommended  or  performed  by  the  doctor  --  including 
inpatient  and  outpatient  services,  lab  tests,  diagnostic  procedures  and 
prescription  drugs  --  so  that  doctors  can  be  evaluated  on  their  total 
resource  use  for  a  patient's  episode  of  care.  We  are  initiating  a 
continuous  feedback  program  for  physicians  who  have  been  recruited  into 
the  network  so  that  they  can  see  how  their  practice  patterns  compare  to 
those  of  their  peers.  This  gives  them  the  opportunity  to  evaluate  their 
own  trends  and  adjust  their  patterns,  if  appropriate.  BCBSNCA  also  uses 
profiling  information  to  identify  problem  areas  for  providers  that  may 
need  focused  utilization  review  or  quality  management  attention. 
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Conclusion 

In  conclusion,  Mr.  Chairman,  we  face  a  historic,  strategic  choice  that 
will  affect  the  character  of  our  health  care  delivery  system  for  decades 
to  come.  We  are  all  tired  of  unrelenting  health  care  cost  increases. 
It  is  tempting  to  try  to  deal  with  the  problem  once  and  for  all  with  a 
supposedly  guaranteed  solution. 

But  we  are  not  going  to  deal  with  the  problem  once  and  for  all.  It  will 
be  with  us  for  the  foreseeable  future,  just  as  it  will  be  for  the 
Canadians  and  the  Germans  and  the  British.  It  will  be  with  us  because 
we  will  continue  to  seek  ways  to  prolong  life  by  finding  more  expensive 
ways  to  treat  health  care  problems. 

The  question  for  this  committee  is  not  how  to  get  rid  of  our  health  care 
problems,  but  how  to  manage  them  10,  20,  30  years  from  now  in  a  way  that 
best  promotes  health  and  delivers  the  most  value  to  the  citizens  of  the 
District  and  the  nation. 

To  do  that,  we  need  to  change  fundamentally  the  incentives  for  providing 
and  financing  health  care  services.  We  believe  those  changes  can  best 
be  brought  about  by  a  managed  competition  approach  to  health  care 
reform. 
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The  Chairman.  Mr.  Ott? 

STATEMENT  OF  DR.  JOHN  E.  OTT 

Dr.  Ott.  Mr.  Stark,  Ms.  Norton,  and  distinguished  members  of 
the  House  Committee  on  the  District  of  Columbia,  it  is  an  honor  to 
participate  in  these  hearings  on  health  care  reform  as  it  might 
impact  on  the  District  of  Columbia.  I  would  like  to  give  you  a  little 
background  on  the  George  Washington  University  Health  Plan, 
known  as  GWUHP. 

The  health  plan  is  a  nonprofit,  federally  qualified  HMO  which  is 
operated  by  the  George  Washington  University.  The  plan  is  20 
years  old,  so  it  antedates  the  Federal  HMO  Act.  It  is  the  oldest  uni- 
versity-sponsored HMO  offering  health  care  services  to  the  general 
public. 

Our  original  objectives  were  to  develop  a  model  alternative  deliv- 
ery system  which  could  be  used  to  teach  health  professionals  in  an 
ambulatory  setting,  as  well  as  to  carry  out  research  and  provide 
service  for  our  patients.  The  medical  center  even  then  recognized 
that  there  would  be  a  need  for  many  more  primary  care  physicians 
and  for  an  ambulatory  practice. 

The  plan's  affiliated  clinical  department  also  sponsors  residency 
programs  in  primary  care,  general  medicine  and  pediatrics.  We  are 
the  only  Washington-based  plan  which  has  been  accredited  both  by 
the  Joint  Commission  on  the  Accreditation  of  Health  Care  Organi- 
zations and  the  National  Committee  on  Quality  Assurance. 

Our  plan  is  predominately  a  group  model  plan  serving  the  Met- 
ropolitan Washington  area.  We  also  have  a  smaller  independent 
physician  network.  About  75  percent  of  our  patients  are  in  the 
group  and  25  percent  in  the  IPA  model.  We  service  about  38,000 
members  in  the  District  of  Columbia,  of  whom  we  estimate  that 
about  23,000  are  D.C.  residents.  About  31,000  receive  their  care  in 
the  group  model  and  7,000  in  the  D.C.  IPA.  Roughly  75  percent  of 
our  health  plan  hospitalizations  are  currently  at  District  hospitals. 

Most  of  the  health  plan  reform  principles  currently  under  discus- 
sion have  been  practiced  by  the  George  Washington  University 
Health  Plan  for  the  past  20  years.  We  specialize  in  the  small  group 
market.  We  pool  the  risk  for  all  groups  from  2  to  25  and  26  to  99, 
respectively,  and  also  spread  the  risk  for  catastrophic  ca^es  over 
our  entire  membership.  We  community  rate  small  groups  and  use 
the  adjusted  community  rating  for  groups  of  more  than  100.  Once 
accepted  all  employees  may  join  regardless  of  pre-existing  condi- 
tions. No  individual  or  group  is  dropped  because  of  a  catastrophic 
illness,  and  maximum  premium  increases  are  established  to  ensure 
that  no  one  group  receives  an  extremely  high  rate  increase  due  to 
a  catastrophic  event. 

These  techniques  result  in  a  relatively  stable  premium  increase 
from  year  to  year  and  a  rate  which  is  not  necessarily  the  cheapest 
but  the  most  equitable  for  the  largest  number  of  patients.  While 
rate  increases  are  varied  somewhat  from  year  to  year  and  group  to 
group,  the  average  rate  increase  for  the  past  9  years  has  been  ap- 
proximately 8  percent. 

We  have  followed  the  discussion  on  health  care  reform  with 
great  interest.  Unfortunately,  many  of  the  principles  have  not  yet 
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been  clearly  elucidated,  which  makes  it  difficult  to  address  some  of 
the  issues  you  have  raised.  Nonetheless,  we  will  attempt  to  answer 
the  questions  as  best  we  can  based  on  the  following  assumptions. 

There  will  be  a  standardized  health  benefit  package  available  for 
all  citizens  regardless  of  their  ability  to  pay.  We  would  hope  that 
this  package  would  be  relatively  comprehensive  and  resemble  that 
currently  used  by  the  Federal  Employee  Program.  We  would  hope 
that  it  would  have  a  prescription  benefit  and  at  least  a  prophylac- 
tic dental  benefit  for  children. 

Two  areas  which  need  specific  clarification  are  transplant  and 
mental  health  benefits.  This  package  should  minimize  the  abuses 
which  are  commonly  seen  in  the  small  group  insurance  market, 
and  the  rules  should  be  the  same  for  all  groups,  including  the  self- 
insured  groups,  so  as  to  minimize  cost  shifting  and  increased  move- 
ment to  self-insurance. 

Some  cost  shifting  will  occur  even  if  the  proposed  underinsured 
groups  are  incorporated  into  the  insured  pool.  The  standard  plan 
should  be  tax  deductible,  both  for  the  employer  and  the  employee. 
The  Government  would  pay  the  premium  when  funds  are  not  avail- 
able elsewhere,  including  people  who  lose  their  jobs,  through  a  gen- 
eral tax. 

Individuals  or  their  employers  could  supplement  the  standard 
policy  at  an  additional  cost,  if  desired,  which  might  be  taxable.  We 
need  a  national  commission  to  determine  at  what  point  a  new  pro- 
cedure should  be  covered  by  insurance.  These  decisions  should  be 
based  on  the  cost  effectiveness  of  the  procedure  as  determined  by 
independent  scientists  without  vested  interest  in  the  procedure. 

Tort  reform  is  required,  and  binding  arbitration  is  the  preferred 
means  of  settling  malpractice  or  coverage  disputes. 

As  health  care  reform  relates  to  the  district,  we  do  not  believe 
there  is  any  plan  currently  in  existence  that  has  the  capacity  or 
the  financial  resources  to  care  for  all  medicaid  and  uninsured  pa- 
tients in  the  District.  Therefore,  we  would  suggest  a  pluralistic  ap- 
proach using  a  number  of  accountable  health  plans  who  are  able  to 
offer  the  standard  benefit  package  rather  than  a  single  lowest 
bidder  approach.  The  initial  emphasis  should  be  on  improving  the 
quality  and  access  to  care  and  emphasizing  health  prevention  for 
District  residents  while  managing  costs,  rather  than  obtaining  the 
lowest  possible  bid. 

In  answer  to  the  specific  issues  you  have  raised,  the  George 
Washington  University  Health  Plan  is  interested  in  being  an  ac- 
countable health  plan  offering  the  standard  benefit  package.  You 
might  say  we  have  been  operating  a  HIPC  for  the  past  20  years  in 
some  respects. 

It  is  not  possible  to  realistically  estimate  the  monthly  premium 
without  a  much  more  detailed  analysis  of  the  specific  benefits 
being  offered,  the  demographics  of  the  District,  and  particularly  of 
the  currently  uninsured  or  underinsured  and  the  risk  factors  in- 
volved. Given  the  medical  needs  of  the  District  and  the  presumed 
age  of  the  population,  it  is  quite  possible  that  initially  the  cost  of 
care  may  increase  rather  than  decrease. 

To  be  equitable  and  to  minimize  the  risk  of  bankrupting  account- 
able health  plans,  some  of  whom  are  likely  to  be  underfinanced,  it 
is  essential  to  risk  adjust  the  population.  This  could  be  done  in  a 
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number  of  ways:  By  carving  out  catastrophic  cases;  by  carving  out 
high-risk  cases  of  one  sort  or  another,  and  so  forth.  We  are  pre- 
pared to  care  for  the  high-risk  populations,  but  they  cannot  reaHs- 
tically  be  cared  for  at  the  same  premium  unless  we  find  some  way 
to  risk  adjust  or  adverse  selection,  which  is  a  critical  issue. 

It  is  also  critical  that  self-insured  groups  bear  their  fair  share  of 
the  adverse  risk  cost  in  the  community.  This  is  currently  not  the 
case. 

We  are  not  aware  of  any  requirements  placed  on  insurers  by  the 
Insurance  Commissioner  other  than  financial  and  solvency  require- 
ments, which  are  in  the  public's  best  interest,  that  limit  the  ability 
of  insurers  to  contract  for  medicaid  patients.  There  are  some  Fed- 
eral rules  that  require  both  commercial  and  medicaid  enrollment, 
which  is  a  problem,  and  the  fact  that  nonfederally  qualified  HMO's 
cannot  obtain  a  lock  unit  at  the  present  time  is  also  a  problem. 
These  rules  are  well-intended,  but  they  certainly  inhibit  participa- 
tion. 

We  have  expressed  our  interest  in  contracting  for  medicaid  pa- 
tients and  are  awaiting  the  HMO  request  for  proposal  which  is  cur- 
rently under  development. 

If  it  were  required  that  all  medicaid  patients  should  be  hospital- 
ized in  the  District,  this  would  have  no  influence  on  our  decision  to 
participate.  It  should  be  understood,  however,  that  no  individual 
physician  or  no  individual  health  plan  would  be  able  to  contract 
and  participate  with  all  D.C.  hospitals. 

It  is  my  understanding  that  the  premium  received  by  Chartered 
Health  Plan  is  reasonably  appropriate  for  AFDC-eligible  medicaid 
enrollees.  Dr.  Bowles  can,  obviously,  provide  better  information  on 
this  point  than  we  can.  We  do  not  have  the  information  required  to 
determine  whether  Chartered's  premium  would  be  comparable  to 
that  for  all  medicaid  enrollees,  but  it  is  highly  unlikely  that  the 
premium  would  be  adequate  for  the  SSI  patients,  for  AIDS  pa- 
tients, and  for  other  selective  high-risk  groups. 

No  health  plan  currently  operating  in  the  District  has  geographi- 
cally disparate  sites  in  place  to  serve  the  entire  population  and 
staff  or  group  model  facilities.  It  would  take  12  to  18  months  to 
design  and  construct  new  facilities,  and  it  is  doubtful  that  any  one 
plan  has  the  financial  resources  to  build  sites  in  each  ward.  In  ad- 
dition to  a  large  inner  city  facility  that  we  have  at  the  medical 
center,  we  do  have  a  number  of  contracted  IPA  physicians  in  wards 
1,  2,  3,  4,  and  8.  The  medical  center  also  provides  support  to  the 
Zacchaeus  Clinic,  the  Clinic  de  El  Pueblo,  and  the  Healthcare  for 
the  Homeless  Program. 

We  would  be  least  well  prepared  to  service  wards  6,  7  and  8  in 
the  first  year  of  the  contract,  but  would  be  willing  to  undertake  to 
contract  with  additional  physicians  in  these  areas  where  there  is  a 
mutual  interest. 

We  do  contract  with  the  George  Washington  University  Hospital. 
One  of  the  major  health  care  reform  issues  which  has  not  yet  been 
publicly  discussed  is  how  medical  education  will  be  supported.  Such 
support,  especially  for  primary  care,  is  essential  if  we  are  going  to 
improve  the  quality  of  care  for  our  citizens. 

If  medicare  or  medicaid  or  other  forms  of  medical  care  were 
made  available  to  all  underserved  people  in  America  tomorrow 
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there  would  not  be  enough  physicians,  physician's  assistants  or 
nurse  practitioners  to  provide  the  care.  That  is  a  major  issue  which 
needs  to  be  addressed,  but  it  will  be  a  long-term  problem. 

A  question  was  raised  about  National  Rehabilitation  Hospital. 
We  are  currently  negotiating  a  contract  with  that  hospital,  so  I 
would  not  anticipate  a  problem  in  that  regard. 

We  believe  it  would  be  a  mistake  to  limit  government  support  for 
the  medicaid  population  to  the  lowest  priced  plan.  Initial  emphasis 
should  be  on  prevention  and  improving  the  quality  and  access  to 
care,  while  appropriately  managing  the  cost.  Contracting  only  with 
the  cheapest  bidder  will  result  in  cutting  corners,  skimming  cream, 
and  discouraging  the  provision  of  services. 

Ultimately,  the  greatest  saving  will  be  made  by  those  plans 
which  provide  continuity  of  care  in  an  ambulatory  setting  while 
minimizing  the  use  of  emergency  rooms  and  hospitals.  While  I 
would  agree  in  the  short  run  that  if  GWUHP's  premium  is  $100 
less  than  that  of  our  competitors,  we  would  get  most  of  the  busi- 
ness. However,  if  the  premium  differential  is  really  that  great,  it  is 
likely  we  have  underestimated  our  risk  and  will  be  going  bankrupt, 
and  that  serves  no  useful  purpose  for  anyone. 

I  would  like  to  emphasize  that  management  of  risk  is  the  issue, 
not  skimming  the  cream,  if  we  really  want  to  improve  the  quality 
of  care.  Currently  90  percent  of  our  members  we  enroll  each  year 
would  suggest  that  our  members  value  our  services.  But  we  are  not 
now  and  probably  never  will  be  the  cheapest  plan  in  town. 

We  do  have  limited  numbers  of  independent  practicing  physi- 
cians in  most  parts  of  the  city,  and  we  would  be  willing  to  increase 
our  recruiting  efforts  to  assist  in  this  issue.  We  do  not  have  the  fi- 
nancial resources  to  build  facilities  in  each  ward  of  the  city.  A  plu- 
ralistic approach  to  this  problem  appears  to  be  the  best  solution 
since  patients  and  physicians  are  frequently  associated  with  specif- 
ic hospitals,  and  to  the  extent  these  relationships  would  be  contin- 
ued it  is  desirable  from  the  health  plan's  point  of  view.  Contracting 
with  all  District  hospitals  would  be  an  administrative  burden  and 
would  eliminate  any  plan's  ability  to  negotiate  price  and  other 
terms. 

It  is  unclear  to  me  how  a  HIPC  would  adjust  for  risk  without 
making  some  sort  of  a  financial  adjustment.  The  financial  adjust- 
ment could  be  a  catastrophic  cap,  it  could  be  an  increase  in  the 
premium  for  selected  patients  or  a  carve-out  of  certain  types  of  pa- 
tients, but  the  net  effect  of  this  is  still  an  increased  payment.  The 
only  other  approach  I  can  think  of  is  to  randomly  assign  high-risk 
patients  to  all  participants.  But  unless  historical  data  for  all  pa- 
tients is  readily  available,  which  I  seriously  doubt,  I  don't  think  the 
HIPC  would  have  the  data  necessary  to  make  random  assignments. 

Our  particular  group  of  providers  would  not  be  severely  handi- 
capped if  we  used  only  the  District  of  Columbia  hospitals  and  facili- 
ties. Patients  living  on  the  periphery  of  the  city  might  be  inconven- 
ienced. While  a  District  HIPC  might  have  political  appeal  from  an 
insurance  point  of  view,  it  does  increase  the  risk,  because  you  are 
looking  at  a  higher  risk  population  and  a  relatively  smaller  popula- 
tion, and  therefore  the  rates  would  be  more  unstable  and  unpre- 
dictable and  are  likely  to  be  higher. 
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Therefore,  we  would  suggest  that  if  HIPC's  are  to  be  used  that 
we  have  a  larger  SMSA-type  HIPC,  probably  one  which  would 
extend  in  the  Baltimore-Washington  corridor  and  would  go  as  far 
north  as  Frederick,  Maryland,  to  the  north,  north  or  Baltimore, 
and  east  to  Annapolis  to  the  east,  and  south  to  Fredericksburg, 
Virginia,  to  the  south,  and  west  to  Winchester.  No  one  plan  would 
necessarily  be  able  to  service  the  entire  area. 

A  larger  SMSA-type  HIPC  would  necessitate  the  use  of  providers 
throughout  the  jurisdictions,  but  most  care  for  District  residents 
could  still  be  provided  in  the  District  by  using  current  Federal  reg- 
ulations or  modifying  them.  Currently  there  is  a  rule  which  sug- 
gest that  care  should  be  available  within  20  miles  or  30  minutes 
driving  time,  and  those  regulations  could  be  adjusted  to  meet  their 
needs. 

After  the  initial  bid  I  would  manage  cost  by  managing  care. 
After  an  initial  surge  in  demand  for  services,  which  is  highly 
likely,  continuity  of  care  and  appropriate  use  of  ambulatory  facili- 
ties should  decrease  the  use  of  emergency  rooms  and  hospitaliza- 
tions. Better  patient  education  should  improve  patient  compliance. 
The  emphasis  should  be  on  managing  the  risk,  not  cutting  the  cost 
per  se. 

HMO  management  techniques  such  as  selective  contracting,  uti- 
lization review,  use  of  generic  drugs,  provider  risk  sharing,  physi- 
cian profiling,  and  outcome  research — all  are  useful  techniques  and 
are  equally  appropriate  to  the  medicaid  population.  I  think  it  will 
take  more  time  to  educate  patients  about  how  to  use  the  system 
more  appropriately,  and  we  may  well  need  to  address  transporta- 
tion problems  in  selected  areas. 

While  some  administrative  savings  are  possible,  the  largest  sav- 
ings will  come  from  reducing  medical  costs.  In  this  regard  we 
would  like  to  suggest  several  things.  One,  we  know  that  there  is 
now  pending  a  bill  to  provide  all  immunizations  through  Federal 
purchasing.  If  for  some  reason  this  bill  does  not  pass,  we  would  still 
like  to  recommend  that  all  immunizations  be  provided  through 
purchase  by  the  Public  Health  Department  and  then  redistribution 
to  the  plans,  which  would  result  in  a  significant  saving. 

We  believe  that  medicaid  could  negotiate  the  hospital  rates  and 
carve  out  this  portion,  and  that  they  would  be  able  to  get  a  better 
rate  than  any  individual  plan  would  be  able  to  get  with  specific 
hospitals.  The  rates  I  think  may  need  an  upward  adjustment,  how- 
ever. 

Finally,  we  would  like  to  suggest  that  a  regulation  be  passed  that 
if  a  patient  in  this  program  is  hospitalized  at  a  nonparticipating 
hospital  that  the  payment  to  that  hospital  would  be  the  same  as  if 
it  were  a  participating  hospital.  As  it  now  stands,  if  a  patient  is 
admitted  to  a  nonparticipating  hospital,  they  pay  full  charges. 

The  capacity  to  expand  the  system  is  a  function  of  capital,  time, 
and  ability  to  contract  with  qualified  providers.  With  the  capacity 
we  now  have,  we  could  accommodate  2,000  or  3,000  patients.  We 
could  probably  increase  that  to  5,000  in  the  first  year  if  needed. 

Rating,  I  think,  is  really  impossible  to  discuss  without  more  spe- 
cific and  detailed  information,  but  it  is  critical  that  if  we  are  going 
to  have  a  true  community  rate  that  the  risk  has  to  be  spread  across 
the  entire  population,  including  the  self-insured. 
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It  is  difficult  for  health  plans  to  know  how  much  cost  shifting 
occurs  between  medicare  and  private  pay.  Hospitals  are  in  a  better 
position  to  answer  that  question.  It  would  be  a  mistake,  however, 
to  assume  there  would  be  no  cost  shifting  with  this  program.  In 
Maryland,  which  is  an  all-payer  State,  the  cost  shifting  is  estimat- 
ed to  be  approximately  $300  per  admission.  If  the  standard  benefit 
package  were  a  modest  one,  the  cost  shifting  would  be  greater. 

There  are  a  number  of  administrative  expenses  which  could  be 
saved.  One  is  to  have  a  unified  billing  and  collection  through  a 
HIPC.  Individual  marketing  is  very  expensive;  individual  monthly 
billing  is  very  expensive,  and  if  that  could  be  avoided  it  would  cer- 
tainly be  to  everyone's  advantage. 

A  single  national  source  for  physician  credentialing  would  be 
very  helpful  as  it  is  a  very  time  consuming  and  very  expensive  pro- 
cedure when  primary  credentialing  is  required  for  each  plan.  Man- 
dated internal  quality  assurance,  quality  improvement  programs 
with  decreased  external  review  and  increased  provider  risk  sharing 
would  be  helpful,  as  would  uniform  billing  forms  and  electronic 
data  submission  of  claims.  I  do  not  have  sufficient  data  to  estimate 
these  savings,  but  they  are  potentially  significant. 

Mr.  McDermott  [presiding].  I  wonder  if  maybe,  since  your  testi- 
mony appears  to  be  written,  you  could  just  submit  the  rest  of  it 
and  maybe  summarize  so  we  can  move  on. 

Dr.  Ott.  Actually,  I  have  essentially  completed  the  testimony. 
We  look  forward  to  working  with  the  committee,  and  we  particu- 
larly look  forward  to  working  with  the  District  to  improve  the 
quality  of  access  to  care  for  our  citizens. 

Thank  you. 

[The  prepared  statement  of  Dr.  Ott  follows:] 
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statement  of  John  E.  Ott,  M .D. 

Executive  Director  and  CEO 

The  George  Washington  University  Health  Plan 

l>efore 

Committee  on  the  District  of  Columbia 

U.S.  House  of  Representatives 

AprU  19,  1993 


Mr.  Stark,  Mrs.  Norton  and  distinguished  members  of  the  House  Committee  on  the  District  of 
Columbia.  It  is  an  honor  to  participate  in  this  hearing  on  health  care  reform  as  it  might  impact 
on  the  District  of  Columbia.  Before  I  address  the  issues,  I  would  like  to  first  take  a  few 
moments  to  tell  you  about  The  George  Washington  University  Health  Plan  (GWUHP). 

The  Health  Plan  is  a  non-profit  federally  qualified  HMO  which  is  operated  by  the  George 
Washington  University.  The  Plan,  is  twenty-years  old  and  preceded  the  federal  HMO  Act.  It 
is  the  oldest  University  sponsored  HMO  offering  health  care  services  to  the  general  public.  The 
University's  original  objectives  for  starting  the  Health  Plan  were  to  develop  a  model  alternative 
delivery  system  which  could  be  used  to  teach  health  professional  students  in  an  ambulatory 
setting  and  to  carry  out  health  care  delivery  research  as  well  as  provide  quality  patient  care.  The 
Medical  Center  realized  that  there  should  be  more  ambulatory  teaching  as  future  health 
professionals  would  provide  most  health  care  services  on  an  outpatient  basis. 

The  Plan's  affiliated  clinical  department  also  sponsor  residency  programs  in  primary  care, 
general  medicine  and  pediatrics.  GWUHP  is  nationally  recognized  for  its  service,  education  and 
research  activities.  More  than  two  hundred  publications  or  presentations  on  quality,  cost- 
effectiveness,  and  health  services  research  have  been  based  on  work  carried  out  at  the  Plan. 
GWUHP  is  the  only  Washington  based  Plan  which  has  been  accredited  by  the  JCAHO  and 
NCQA. 

The  Plan  is  predominately  a  group  model  plan  serving  the  Metropolitan  Washington  area.  We 
have  also  developed  an  independent  physician  network.  About  75%  of  our  members  are  in  our 
group  model  and  about  25%  in  our  IPA.  We  have  approximately  60,000  members.  We 
estimate  that  23,000  of  the  38,000  members  who  receive  their  care  in  the  District  of  Columbia 
are  District  residents.  Roughly  31,000  receive  their  care  in  the  D.C.  Group  model  and  7,000 
are  members  of  the  D.C.  IPA.  Approximately  22,000  of  our  members  receive  their  care  in  the 
suburban  Maryland  and  Virginia  counties.  Roughly  75%  of  all  health  plan  hospitalizations  are 
at  District  hospitals  -  predominately  the  George  Washington  University  Hospital  and  Children's 
Hospital. 

Many  of  the  Health  Plan  Reform  principles  currently  under  discussion  have  been  practiced  by 
The  George  Washington  University  Health  Plan  for  the  past  20  years.  We  specialize  in  the 
small  group  market.  We  pool  the  risk  for  all  groups  from  2-25  and  26-99  respectively  and  also 
spread  the  risk  for  catastrophic  cases  over  our  entire  membership.  We  community  rate  small 
groups  and  use  adjusted  community  rating  for  groups  of  more  than  100.  Once  accepted,  all 
employees  of  the  group  may  join,  regardless  of  pre-existing  conditions.  No  individual  or  group 
is  dropped  because  of  their  members'  developing  a  catastrophic  illness,  and  maximum  limits  for 
premium  increases  are  established  to  insure  that  no  one  group  receives  an  extremely  high  rate 
increase  due  to  a  catastrophic  illness.  These  techniques  result  in  a  relatively  stable  premium 
increases  from  year  to  year  and  a  rate  which  is  not  necessarily  the  cheapest,  but  the  most 
equitable  rate  for  the  largest  number  of  patients.  While  rate  increases  vary  somewhat  from 
group  to  group  (type  of  plan  chosen)  the  average  rate  increase  per  year  for  the  last  nine  years 
has  been  approximately  8%. 

We  have  followed  the  discussion  on  health  care  reform  with  great  interest.  Unfortunately  many 
of  the  principles  related  to  health  care  reform  have  not  been  clearly  elucidated  which  make  it 
difficult  to  address  some  of  the  issues  you  have  raised.  Nonetheless,  we  will  attempt  to  answer 
the  questions  where  possible  based  on  the  following  assumptions: 
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1)  A  standardized  health  benefit  package  should  be  available  to  all  citizens  regardless  of 
their  ability  to  pay.  The  package  should  be  relatively  comprehensive  resembling  the 
FEHBP  comprehensive  benefits  with  a  prescription  benefit  and  preferably  with  at  least 
a  prophylactic  dental  benefit  for  children.  Transplant  and  mental  health  benefits  must 
be  clearly  spelled  out  and  standardized. 

2)  The  package  should  minimize  abuses  commonly  seen  in  the  small  group  insurance  market 
and  the  rules  should  be  the  same  for  all  groups,  including  self-insured  groups,  so  as  to 
minimize  cost-shifting  and  increased  movement  to  self-insurance  to  avoid  paying  for 
mandated  benefits,  premium  taxes,  shared  catastrophic  risk,  etc. 

3)  Some  cost-shifting  will  still  occur  even  if  Medicaid,  Medicare  and  uninsured  legal 
residents  are  included  in  the  insured  pool. 

4)  The  standard  plan  should  be  tax  deductible  benefits  for  employers  and  employees.  The 
government  would  pay  the  premium  when  funds  are  not  available  elsewhere,  including 
people  who  lose  their  jobs,  through  a  general  tax  paid  by  all  working  people. 

5)  Individuals  or  their  employers  could  supplement  the  standard  policy  at  an  additional  cost 
if  desired,  which  might  be  taxable. 

6)  A  National  Commission  should  determine  at  what  point  a  new  procedure  should  be 
covered  by  insurance  payments.  These  decisions  should  be  based  on  cost-effectiveness 
of  the  procedure  as  determined  by  independent  scientists  without  vested  interests  in  the 
procedure. 

7)  Tort  reform  is  required  and  binding  arbitration  is  the  preferred  means  of  settling 
malpractice  or  coverage  disputes. 

8)  As  health  care  reform  relates  to  the  District,  no  one  health  plan  has  the  capacity  or 
resources  to  care  for  all  Medicaid  and  uninsured  patients;  therefore  a  pluralistic  approach 
using  a  number  of  accountable  health  plans  (AHP)  who  can  offer  the  standard  benefit 
package  is  the  preferred  approach  to  a  single  "lowest  bidder". 

9)  The  initial  emphasis  should  be  improving  the  quality  and  access  of  care  and  emphasizing 
health  prevention  for  District  residents  while  managing  costs  rather  than  to  obtaining  the 
lowest  initial  price. 

On  Managed  Competition 

1.  If  the  entire  District  of  Columbia  were  a  HLPC  and,  for  sake  of  argument,  all  600,000 
residents  were  required  to  be  in  it,  would  you  bid  to  be  an  AHP  offering  the  basic  benefit 
package? 

The  George  Washington  University  is  interested  in  being  an  AHP  offering  the  basic  (standard) 
benefit  package  to  a  D.C.  HIPC.  You  might  say  we  have  been  functioning  as  a  HIPC  for  the 
past  20  years. 

2.  Roughly,  what  do  you  estimate  your  monthly  premium  wou'd  be  compared  to  your 
average  monthly  premium  now? 

It  is  not  possible  to  estimate  the  monthly  premium  without  a  much  more  detailed  analysis  of  the 
specific  benefits  offered,  the  demographics  of  the  District  (and  particularly  of  the  currently 
under-insured),  and  the  risk  factors.  Given  the  current  medical  needs  of  the  District  and  the 
presumed  age  of  the  population,  it  is  quite  possible  that  initially  the  cost  of  providing  quality 
care  would  increase  rather  than  decrease.  To  be  equitable  and  to  minimize  the  risk  of 
bankrupting  AHPs  some  of  whom  are  likely  to  be  underfinanced,  it  is  essential  to  risk  adjust  the 
population.  This  could  be  done  by  carving  out  catastrophic  cases,  high  risk  care,  such  as  mental 
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health  and  AIDS  patients,  etc.  We  are  fully  prepared  to  care  for  high  risk  patients  but  the 
payment  for  them  needs  to  be  different  to  protect  any  AHP  from  undue  adverse  risk  selection 
or  insolvency. 


It  is  also  critical  that  self-insured  groups  bear  their  fair  share  of  the  adverse  risk  in  the 
community.  (By  definition  large  self-insured  groups  are  likely  to  be  healthier  than  the  average. 
Currently  self-insured  groups  do  not  contribute  to  charity  care,  avoid  mandated  benefits  and 
premium  taxes). 

3.  Currently,  only  Chartered  Health  Plan  offers  insurance  to  16,000  of  the  District's 
100,000-t-  Medicaid  population  ~  an  IPA  model  HMO.  Are  there  requirements  placed  on 
insurers  by  the  Insurance  Commissioner  that  limits  the  ability  or  interest  of  insurers  to 
contract  for  Medicaid  enroUees? 

If  similar  restrictions  were  extended  to  all  AHPs  ~  like  a  requirement  on  insurers  to 
contract  with  District  hospitals  —  how  would  this  influence  your  decision  as  to  whether  to 
participate  in  a  DC  HIPC? 

We  are  not  aware  of  any  requirements  placed  on  insurers  by  the  Insurance  Commissioner  other 
than  financial  insolvency  requirements,  which  are  in  the  public's  best  interests,  that  limit  the 
ability  of  insurers  to  contract  for  Medicaid  patients.  The  federal  rule  requiring  both  commercial 
and  Medicaid  enroUees  in  the  same  plan  as  well  as  one  which  prohibits  locked-in  enrollment  for 
non-federally  qualified  plans  are  well  intended  but  inhibitory.  We  have  experienced  our  interest 
in  contracting  for  Medicaid  patients  and  are  awaiting  the  revised  HMO  request  for  proposal 
(RFP)  from  the  D.C.  Medicaid  Program.  Hopefully  it  will  be  available  in  July  and  will 
encourage  Medicaid  enrollment. 

If  the  D.C.  Medicaid  Chief  required  that,  except  in  emergencies,  all  Medicaid  patients  would 
be  hospitalized  in  the  District,  this  would  have  no  influence  on  our  decision  to  participate  in  a 
D.C.  HIPC.  It  should  be  understood,  however,  that  no  individual  physician  or  health  plan  could 
be  expected  to  contract  with  all  D.C.  hospitals. 

4.  My  understanding  is  that  Chartered  Health  Plan  enrolles  only  the  AFDC-eligible 
Medicaid  enroUees.  AFDC-Medicaid  enroUees  make  up  roughly  one-half  of  the  total 
Medicaid  population  in  the  District.  How  does  the  amount  of  the  premium  received  by 
Charter  for  Medicaid  enroUees  compare  to  the  average  cost  of  all  Medicaid  enroUees?: 

Would  enrollment  of  the  non-AFDC  eligible  Medicaid  population  require  adjustment  to  the 
premium  currently  received  by  Chartered? 

It  is  my  understanding  that  the  premium  received  by  Charter  Health  Plan  is  reasonably 
appropriate  for  AFDC  eligible  Medicaid  enroUees.  We  do  not  have  the  information  required 
to  determine  whether  Charter's  premium  would  be  comparable  to  that  for  all  Medicaid  enroUees. 
It  is  highly  unlikely  the  premium  is  adequate  for  the  SSI  or  the  AIDS  population  and  therefore 
a  risk  adjusted  premium  would  likely  be  required.  Another  possibility  would  be  to  establish 
catastrophic  caps  for  individual  patients  or  provide  carve-outs  for  high  risk  problems. 

5.  Do  you  have  the  facUities  currently  in  place  to  serve  the  entire  population  in  an  HMO? 
If  not,  how  long  would  it  take  you  to  get  them  in  place? 

No  health  plan  currenUy  operating  in  the  District  has  geographically  disparate  sites  in  place  to 
serve  the  entire  population  in  staff  or  group  model  facilities.  It  would  take  12-18  months  to 
design  and  construct  new  facilities  and  it  is  doubtful  that  any  one  plan  has  the  financial  resources 
to  build  sites  in  each  ward.  In  addition  to  a  large  inner  city  facility  based  at  the  Medical  Center, 
we  do  have  contracted  IPA  physicians  in  Wards  I,  II,  III,  IV,  and  VIII.  The  Medical  Center 
also  supports  the  Zaccheus  Clinic,  the  Clinic  del  Pueblo  and  the  Care  for  the  Homeless.  We 
would  be  least  prepared  to  serve  Wards  VI,  VII  and  VIII  in  the  first  year  of  the  contract.  It 
takes  a  minimum  of  three  months  to  fully  credential  each  of  our  highly  selected  independent 
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physician  contractors  and  it  would  take  1-2  years  to  significantly  increase  the  number  of 
contracting  physicians. 

6.  Would  you  contract  with  any  of  the  City's  teaching  hospitals?  And,  if  not,  what  would 
you  expect  to  happen  to  teaching  hospitals?  Would  you  contract  with  National 
Rehabilitation  Hospital  for  rehabilitation  services? 

We  do  contract  with  The  George  Washington  University  Hospital  (one  of  the  major  teaching 
hospitals).  One  of  the  major  health  care  reform  issues  which  has  not  yet  been  publicly  discussed 
is  how  medical  education  would  be  supported.  Such  support,  especially  support  of  primary  care, 
is  essential  if  we  are  to  meet  the  needs  of  our  citizens.  If  medical  care  were  made  available  to 
all  under-served  people  in  America  tomorrow,  there  would  not  be  enough  physicians,  physician's 
assistants  or  nurse  practitioners  to  provide  the  care.  We  are  currently  negotiating  a  contract  with 
National  Rehabilitation  Hospital. 

7.  Under  managed  competition  as  it  has  been  deFmed,  government  support  for  the 
Medicaid  population  would  be  limited  to  the  price  of  the  lowest  priced  plan.  Assume  you 
are  the  lowest  priced  AHP,  and  for  whatever  reason,  all  the  other  AHPs  bid  $100  more  per 
month/$1200  per  year.  Do  you  agree  that  almost  immediately  you  would  be  the  AHP  used 
by  the  current  Medicaid  population  and  the  poor  and  near-poor? 

It  would  be  a  mistake  to  limit  government  support  for  the  Medicaid  population  to  the  lowest 
priced  plan.  The  initial  emphasis  should  be  on  prevention  and  improving  the  quality  and  access 
of  care  while  appropriately  managing  the  costs.  Contracting  only  with  the  cheapest  bidder  will 
result  in  cutting  comers,  skimming  the  cream,  discouraging  the  provision  of  services,  etc. 
Ultimately  the  greatest  savings  will  be  made  by  those  plans  who  provide  continuity  of  care  in 
the  ambulatory  setting  while  minimizing  inappropriate  use  of  hospitals  and  emergency  rooms. 
While  I  would  agree  in  the  short  run  that  if  GWUHP's  premium  is  $100  a  month  less  than  that 
of  our  competitors,  we  would  get  most  of  the  business.  However,  if  the  premium  differential 
is  that  great,  it  is  likely  that  we  have  underestimated  the  risk  and  our  plan  will  become  insolvent. 
We  need  to  emphasize  the  management  of  risk,  not  skimming  the  cream,  if  we  truly  wish  to 
improve  the  quality  of  care  for  our  population.  The  fact  that  90%  of  our  members  re-enroll 
each  year,  indicates  our  members  value  our  services,  but  we  are  not  and  never  will  be  the 
cheapest  plan  in  town. 

8.  Are  you  prepared  to  provide  primary  care  and  other  services  in  the  areas  of  the  city 
where  most  of  the  poorer  residents  are  located.   If  not,  when  could  you? 

We  have  limited  numbers  of  independent  participating  physicians  in  most  parts  of  the  City.  We 
are  willing  to  increase  our  recruiting  efforts  of  qualified  physicians  in  under  represented  areas. 
We  do  not  have  the  financial  resources  to  build  facilities  in  each  Ward  of  the  City.  A  pluralistic 
approach  to  this  problem  is  the  best  solution  since  patients  and  physicians  are  frequently 
associated  with  specific  hospitals  and  to  the  extent  these  relationships  can  be  continued  it  is 
desirable  from  the  Health  Plan's  point  of  view.  Contracting  with  all  District  hospitals  would  be 
an  administrative  burden  and  would  eliminate  our  ability  to  negotiate  price. 

9.  A  proposed  function  of  the  HIPC  is  to  make  risk  adjustments  to  protect  against  adverse 
selection  in  any  one  plan.  Do  you  believe  that  if  you  were  the  lowest  priced  AHP  in  an  area 
where  the  poor  might  be  concentrated,  that  the  Government  would  be  able  to  sufficiently 
risk  adjust  your  contract  so  that  you  would  be  able  to  survive  without  an  upward 
adjustment  of  monthly  premium? 

It  is  unclear  to  me  how  the  HIPC  would  risk  adjust  to  protect  against  adverse  selection  in  any 
one  plan  without  making  a  financial  adjustment.  That  financial  adjustment  could  be  a 
catastrophic  cap,  an  increase  in  premium,  or  a  carve-out  of  certain  types  of  patients,  but  the  net 
effect  of  this  is  an  increased  payment.  The  only  other  approach  I  can  think  of  is  to  randomly 
assign  high  risk  patients  to  all  participants.  Unless  historical  claims  data  for  all  patients  would 
be  readily  available,  I  doubt  that  the  HIPC  would  have  the  data  necessary  to  make  random 
assignments. 
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10.  How  would  a  D.C.  HIPC/AHP  work  across  state  lines?  In  other  words,  would  your 
network  of  providers  be  moderately  or  severely  hurt  if  you  had  to  use  providers  just  in 
DC? 

Our  particular  network  of  providers  would  not  be  severely  handicapped  if  you  had  to  use 
providers  only  in  the  District  of  Columbia.  Patients  living  on  the  periphery  of  tJie  City  might 
be  inconvenienced.  While  a  District  HIPC  might  have  political  appeal,  from  an  insurance  point 
of  view  it  increases  the  risk  and  therefore  the  premiums  for  the  District. 

11.  Do  you  believe  a  Capital  Area  HIPC  could  only  work  if  it  covered  a  larger  SMSA-type 
area?   Where  would  you  draw  the  line? 

The  rates  would  be  more  stable  and  the  cost  for  the  District  would  be  lower  if  the  risk  were 
spread  over  a  larger  risk  pool  covering  a  larger  SMSA  type  area.  I  would  suggest  the  expanded 
Baltimore  Washington  SMSA  including  Frederick,  Maryland  to  the  North;  North  of  Baltimore 
and  East  to  Annapolis;  South  to  Fredericksburg,  Virginia;  and  West  to  Winchester.  No  one  plan 
would  necessarily  be  able  to  service  the  entire  area. 

A  larger  SMSA  HIPC  would  necessitate  the  use  of  providers  throughout  the  jurisdictions,  but 
most  care  for  District  residents  could  be  provided  in  the  District  by  using  the  current  Federal 
HMO  access  rules  e.g.  care  should  be  available  within  20  miles  or  30  minutes  driving  time,  or 
some  variation  thereof. 

12.  Would  you  describe  how  you  would  hold  down  costs  after  the  initial  bid? 

After  the  initial  bid,  I  would  manage  costs  by  managing  care.  After  an  initial  surge  in  demand 
for  services,  continuity  of  care  and  appropriate  use  of  ambulatory  facilities  should  decrease  use 
of  emergency  rooms  and  hospitalizations.  Better  patient  education  should  improve  patient 
compliance.  The  emphasis  should  be  on  managing  the  risk,  not  cutting  the  price  by  skimming 
the  cream.  HMO  management  technique  such  as  selective  contracting,  utilization  review,  use 
of  generic  drugs  and  MAAC  pricing,  provider  risk  sharing,  physician  profiling  and  outcome 
research,  etc.  --  are  equally  appropriate  for  the  Medicaid  population.  But  more  time  will  be 
required  to  educate  patients  about  how  to  use  the  system  more  appropriately.  Transportation 
problems  will  also  need  to  be  addressed. 

While  some  administrative  savings  are  possible,  the  largest  savings  will  come  from  reducing 
medical  costs.  These  specific  suggestions  have  been  made  by  us  to  the  Medicaid  Administration 
which  would  assist  cost  control: 

1)  Provide  all  immunizations  to  the  plans  through  Health  Department  purchases  rather  than 
have  Plan  doctors  pay  for  them. 

2)  Directly  negotiate  hospital  rates  and  carve-out  this  portion.    Medicaid  rates  need  to  be 
increased  but  Medicaid  will  be  able  to  negotiate  a  better  rate  than  any  Plan. 

3)  Pass  a  regulation  that  if  a  patient  in  this  population  is  hospitalized  at  a  non-contracting 
hospital,  its  payment  will  not  exceed  payment  made  to  contracting  hospitals. 

On  All-Payor  Pay-or  Play 

1.  Again,  questions  on  capacity.  The  uninsured  use  about  30%  less  medical  care  than  the 
insured.  If  everyone  in  the  District  had  access  to  an  enhanced  Medicare  package  of 
benefits,  either  through  their  workplace  or  thorough  a  publicly  financed  plan,  how  many 
of  the  (1)  110,000  Medicaid  persons,  and  (2)  120,000  currently  uninsured  would  you  be 
able  to  enroll  in  the  first  year? 
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Capacity  to  expand  the  system  is  a  function  of  capital,  time,  and  ability  to  contract  with  qualified 
providers.  With  the  capacity  we  now  have  we  could  accommodate  2-3,000  patient  in  the  first 
year.  Assuming  the  rates  were  sufficient  to  be  of  interest  to  our  contracting  IPA  physicians  the 
capacity  could  probably  be  increased  to  5,000  the  first  year. 

2.  Question  on  Cost:  If  you  had  an  open  enrollment,  community-rated  enhanced  Medicare 
policy  available  to  every  District  resident,  what  would  you  price  it  at? 

How  wjtuld  the  premiums  differ  between  group  and  individual  policies? 
How  does  that  premium  compare  to  your  current  mix  of  policies? 

Unfortunately  there  is  no  data  available  to  estimate  a  community  rate  for  an  enhanced  Medicare 
policy  for  every  District  resident.  The  benefit  package,  copayments  and  or  deductibles, 
demographics,  risk  pool,  experience,  etc  are  unknown,  and  it  is  not  clear  whether  the  current 
AAPCC  for  the  District  is  applicable  to  those  who  are  currently  uninsured.   It  probably  is  not. 

If  a  true  community  rate  is  spread  among  the  entire  risk  pool  (including  the  self-insured)  the 
primary  difference  in  rates  between  group  and  individual  policies  would  be  the  increased 
administrative  costs  of  individual  billing  and  collection  which  would  have  to  be  paid  by  the 
HIPC  or  by  the  Plan.  How  that  premium  difference  would  compare  to  our  current  mix  of 
policies  would  depend  on  whether  or  not  the  self-insured  were  included  in  the  pool. 

3.  This  plan  would  be  an  all-payor  system  and  would  eventually  use  Medicare  methodology 
to  control  charges.  Today,  how  much  cost  shifting  in  percentage  occurs  between  Medicare 
and  private  pay? 

If  you  had  Medicare  payment  rates  for  everyone  and  no  more  bad  debt,  uncompensated 
care  and  Medicaid  payment  rates,  how  much  would  you  gain? 

It  is  difficult  for  a  health  plan  to  know  how  much  cost-shifting  occurs  between  Medicare  and 
private  pay.  Hospitals  can  better  answer  that  question.  It  would  be  a  mistake,  however,  to 
assume  that  if  Medicare  and  Medicaid  and  the  uninsured  were  included  in  an  all  payor  system 
that  cost-shifting  would  disappear.  In  Maryland,  which  is  an  all  payor  State,  the  cost-shifting 
is  approximately  $300  per  admission.  If  the  standard  benefit  package  is  not  a  comprehensive 
one,  the  cost-shifting  would  be  greater.  Unless  insurance  is  provided  for  immigrants  and  aliens, 
which  I  do  not  believe  is  contemplated,  there  would  still  be  uncompensated  care  in  the  District  - 
-  even  if  there  were  Medicare  payment  rates  for  everyone  and  no  more  bad  debt,  normal 
uncompensated  care  and  Medicaid  payment  rates.  Furthermore,  few  if  any  District  hospitals  are 
currently  breaking  even,  on  current,  let  alone  proposed  Medicare  payment  rates. 

On  Single  Payor  Medicare-for-All  (for  HMOs) 

1.  Again,  questions  on  capacity.  I  assume  your  answer  is  the  same  as  the  answer  to  the 
Medicare  for  All  question:  The  uninsured  use  about  30%  less  medical  care  than  the 
insured.  If  everyone  in  the  District  had  access  to  an  enhanced  Medicare  package  of  benents 
through  a  public  insurance  plan,  how  many  of  the  (1)  110,000  Medicaid  persons,  and  (2) 
120,000  currently  uninsured  would  you  be  able  to  enroll  in  the  first  year?  In  the  second 


Having  a  single  payor  has  not  been  proven  to  save  administrative  expenses  because  published 
"evidence"  usually  compares  apples  and  oranges.  Dr.  Elders  recently  pointed  out  that  the 
federal  government  spends  18  cents  in  administrative  costs  for  every  3  cents  it  pays  to  tobacco 
farmers  and  79  cents  to  pay  for  the  medical  care  related  to  tobacco  use.  I  do  not  consider  this 
example  of  a  single  payor  administrative  expense  to  be  efficient  or  good  management  of  risk. 
Medicare  administrative  expense  is  often  cited  to  be  3%.  That  is  misleading  because  Medicare 
pays  claims  but  does  not  manage  risk  very  well.  In  addition  the  cost  of  hospital  bills  related  to 
the  types  of  illness  and  length  of  stay  of  geriatric  patients  is  so  large  that  3%  is  a  lot  of  money 
compared  with  3%  of  the  average  contracted  hospital  bill. 
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2.  Having  one  payor  would  save  you  some  administrative  expense.  Estimate  of  how  much? 

Administrative  expenses  could  be  reduced  by: 

1)  unified  billing  and  collection  through  HIPC; 

2)  a  single  national  source  for  primary  credentialling  of  providers;  which  would  greatly 
reduce  duplication  of  effort  and  expense; 

3)  mandated  internal  QA/AI  programs  with  decreased  external  review  and  increased 
provider  risk  sharing; 

4)  uniform  billing  forms  and  electronic  data  submission. 

There  is  insufficient  data  to  estimate  the  savings  but  it  is  potentially  significant. 

3.  Could  you  comment  on  how  your  bid  to  provide  capitated  services  might  differ  under 
this  system  as  compared  to  the  other  two?  Would  it  be  higher  or  lower? 

Whether  capitated  services  under  a  single  payor  system  would  differ  would  depend  on  the 
regulatory  and  administrative  requirements  which  were  imposed.  IF  HICFA  1500  forms  for 
each  encounter  and  external  reviews,  detailed  documentation,  cost  reports  etc  were  required 
there  may  be  little  or  no  savings. 

CONCLUSION 

Thank  you  for  the  opf>ortunity  to  testify  on  these  issues.  We  look  forward  to  working  with  this 
committee  as  work  on  Health  Care  Reform  proceeds.  We  particularly  look  forward  to  working 
with  the  District  to  improve  the  quality  of  access  of  care  for  our  citizens.  I  would  be  happy  to 
answer  any  questions. 
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Mr.  McDermott.  Mr.  Bowles. 

STATEMENT  OF  ROBERT  L.  BOWLES,  JR. 

Mr.  Bowles.  Good  morning,  Chairman  Stark,  Ms.  Norton,  and 
Mr.  McDermott.  I  am  Robert  L.  Bowles,  Jr.,  president  and  chief  ex- 
ecutive officer  of  D.C.  Chartered  Health  Plan,  Inc.,  and  it  is  my 
pleasure  to  appear  at  this  hearing  on  health  care  reform  and  have 
the  opportunity  to  offer  my  comments  on  national  health  insur- 
ance and  the  implication  for  residents  of  the  District  of  Columbia. 

As  my  general  statement,  I  have  chosen  to  give  an  overview  of 
health  care  reform  needs  that  face  urban  centered  managed  care 
plans  serving  the  medicaid  population  and  to  depict  an  urban  cen- 
tered model,  D.C.  Chartered  Health  Plan,  Inc. 

Following  are  some  observations  for  your  consideration  in  ad- 
dressing urban  interests  and  general  issues  that  currently  face 
urban  centered  managed  care  plans  serving  medicaid  populations. 
There  clearly  are  tihree  major  issues  confronting  health  care 
reform  today.  These  issues  are  the  clinical  management  of  medical 
care  services,  the  operational  management  of  health  care  delivery 
systems,  and  the  economic  impact. 

In  recognizing  these  issues,  we  in  the  public  and  private  sector 
must  advance  a  suggestion  for  health  care  reform  that,  one,  em- 
phasizes improved  clinical  management  that  advances  quality  of 
care;  two,  improve  operational  management  that  both  advances 
and  promotes  access  to  quality  care  and  services,  prevention  and 
health  maintenance;  and,  three,  cost  containment  by  promoting 
competition  in  business  efficiency  for  insurers  in  such  improved 
comprehensive  health  care  delivery  systems. 

The  current  issues  that  urban  centered  managed  care  plans 
serve  in  medicaid  population  bases  are:  One,  the  public  expecta- 
tion; what  does  the  public  expect?  two,  increasing  health  care  costs; 
and,  three,  improved  operational  efficiency  and  organizational  ef- 
fectiveness in  a  manner  that  allows  us  to  promote  positively  access, 
quality,  cost  containment,  and  accountability. 

Urban  centered  managed  care  plans  also  face  challenges  that  are 
somewhat  different  from  traditional  commercial  operations,  par- 
ticularly in  the  following  areas:  Providing  significant  outreach 
through  services  through  marketing  and  educational  empower- 
ment, member  services,  and  transportation;  two,  offering  solutions 
that  are  sensitive  to  urban  populations;  and,  three,  stressing  health 
education,  prevention,  and  health  promotion. 

We  believe  that  we  must  do  several  things  in  addition  to  that: 
That  we  should  operate  in  the  traditional  form  of  an  HMO,  and  in 
this  traditional  form  HMO's  first  of  all  stress  the  provision  of  com- 
prehensive health  and  medical  care;  two,  promote  through  design 
access  to  care;  three,  stress  prevention  and  health  maintenance 
and  treatment  services;  and,  four,  maintain  standards  for  proce- 
dures to  monitor  the  level  of  quality  of  care;  and,  five,  they  are  de- 
signed to  achieve  operational  efficiency  and  organizational  effec- 
tiveness. 

In  terms  of  an  urban  centered  model,  D.C.  Chartered  Health 
Plan,  you  might  say,  is  ahead  of  health  care  reform  because  in  its 
founding  vision  it  was  founded  to  provide  care  to  diverse  popula- 
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tions.  To  enhance  our  philosophical  approach  to  managed  care. 
Chartered  has  established  a  definitive  IPA  model  HMO.  In  this 
regard,  Chartered  has  retained,  through  contractual  agreements 
with  over  223  primary  care  and  specialist  physicians,  the  compre- 
hensive health  care  delivery  system  that  we  operate  today,  has  58 
primary  care  sites  and  over  71  primary  care  physicians  practicing 
in  those  sites. 

Through  Chartered's  health  care  delivery  system,  we  have  the 
ability  to  enhance  our  commitment  to  access,  quality  care,  health 
education  and  promotion,  and  accountability  as  a  managed  care  op- 
eration. I  would  like  to  say  also  that  last  spring  we  recognized  the 
need  to  have  more  primary  care  physicians  in  southeast  Washing- 
ton, DC,  and  on  our  own  we  established  a  wholly  owned  subsidiary 
to  contract  and  bring  in  new  physicians,  and,  in  this  case,  pediatri- 
cians, to  operate  in  newly  established  sites,  so  we  have  already  es- 
tablished a  subsidiary  to  bring  on  new  primary  care  sites  to  work 
with  our  existing  IPA  model. 

We  believe  that,  first  of  all,  empowerment  of  the  community 
based — community  based  physicians  that  we  have  now,  and  thus  is 
was  our  founding  of  the  IPA  model.  Currently  I  am  in  negotiations 
to  address  more  needs  in  southeast  Washington,  DC,  in  terms  of 
wards  7  and  8.  What  I  would  like  to  say  on  the  record  is,  currently 
we  are  planning  to  establish  two  major  primary  care  sites,  one  in 
ward  7  and  one  in  ward  8.  Each  of  these  two  sites  will  complement 
our  current  71  primary-care  physicians,  but  each  of  these  two  sites 
currently  have  the  capability  in  the  fall  of  taking  care  of  the  needs, 
medical  service  needs,  of  approximately  15,000-plus  enrollees. 

So,  therefore,  our  plans  are  that  we  will  have  by  the  fall  of  this 
year  in  place  two  major  primary  care  centers  that  could  address 
the  needs  of  approximately  an  additional  30,000  medicaid  recipi- 
ents in  southeast  Washington,  DC. 

[The  prepared  statement  of  Mr.  Bowles  with  attachment  follows:] 
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Chairman  Stark,  Committee  members,  and  panel  members,  it  is  my  pleasure  to  appear 
at  this  hearing  on  health  care  reform  and  have  the  opportunity  to  offer  my  comments 
on  national  health  insurance  reform  and  the  implications  for  residents  of  the  District 
of  Columbia.  As  my  general  statement,  I  have  chosen  to  give  an  overview  of  health  care 
reform  needs  that  face  urban-centered  managed  care  plans  serving  the  Medicaid 
population  and  to  depict  an  urban-centered  model,  D.C.  Chartered  Health  Plan,  Inc. 

Following  are  some  observations  for  your  consideration  in  addressing  urban  interest 
and  general  issues  that  currently  face  urban-centered  managed  care  plans  serving 
Medicaid  populations. 

There  clearly  are  three  major  issues  confronting  health  care  reform  today.  These  issues 
are: 

1.  The  Clinical  management  of  medical  care  services. 

2.  The  Operational  management  of  health  care  delivery  systems. 

3.  The  Economic  impact. 

D.C.  CHARTERED  HEALTH  PLAN,  INC. 

820  First  Street,  NE   •  Suite  ai  00  •  Washington,  D  C  200024205  •  Tel  (202)  4084710  •  FAX  (202)  4084730 
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In  recognizing  these  issues,  we,  in  the  public  and  private  sector,  must  advance  the 
suggestion  for  health  care  reform  that  emphasizes: 

1.  Improved  clinical  management  that  advances  quality  care. 

2.  Improved  operational  management  that  both  advances  and  promotes 
access  to  quality  care  and  services,  prevention,  and  health  maintenance. 

3.  Cost  containment  by  promoting  competition  and  business  efficiency  for 
insurers  in  such  an  improved  comprehensive  health  care  delivery  system. 

The    current    issues    that    urban-centered    managed    care    plans    serving   Medicaid 
populations  face  are: 

1.  The  Public  Expectation  (what  people  perceive  is  what  they  believe  to 
exist).  This  has  tremendous  impact  on  the  reputation  and  creditability  of 
a  managed  care  plan. 

2.  Increasing  Health  Care  Costs.  This  has  a  tremendous  impact  on  the 
relationship  that  managed  care  plans  have  with  the  state  in  an  attempt 
to  assist  the  state  in  containing  costs. 

3.  Increasing  Operational  Efficiency  and  Organizational 
Effectiveness  in  a  manner  that  allows  us  to  positively  address  the 
problems  of: 

•  Access 

•  Quality 

•  Cost  Containment 

•  Accountability 

From  a  commitment  relative  to  the  public  good  perspective,  urban-centered  managed 
care  organizations  must  perform  in  a  manner  that  empowers  their  enrolled  populations 
with  Awareness  and  Knowledge  about  the  benefits  of  being  enrolled  members,  and 
also  in  a  manner  that  results  in  enhancing  their  dignity  as  a  result  of  such  members' 
experience  with  such  managed  care  organizations. 
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Urban-centered  Medicaid  managed  care  plans  also  face  challenges  that  are  somewhat 
different  from  traditional  commercial  operations'  particularly  in  the  following  three 
areas: 

1.  Providing  significant  outreach  (marketing/educational  empowerment; 
member  services;  and  transportation). 

2.  Offering  solutions  that  are  sensitive  to  urban  populations. 

3.  Stressing  health  education,  prevention,  and  health  promotion. 

In  urban-centered  Medicaid  operations,  we  know  that  Quality  .-tarts  with  marketing. 
What  we  tell  people  must  prepare  them  for  their  experience  with  us  (we  must  verify  our 
marketing  activities  through  our  internal  quality  performance  evaluations). 

More  importantly,  in  urban-centered  managed  care  plans,  we  must  be  prepared  to 
establish  good  and  efficient  management  operations  and  good  internal  quality  assurance 
programs. 

A  number  of  our  operational  areas  must  be  enhanced  in  a  manner  that  supports  our 
health  plans'  goal  of  Total  Quality  Management.  First  of  all  we  must  take  on 
the  challenge  of  optimizing  operational  efficiency  and  organizational  effectiveness  with 
a  total  commitment  to  be  high-spirited,  service-oriented  companies  in  which  significant 
steps  toward  additional  outreach  efforts  have  been  taken. 

Appreciating  the  diverse  population  that  we  serve  and  their  needs,  we  need 
Maternal/Child  Outreach  Representatives  who  work  in  the  community  in  an  attempt 
to  inform,  educate  and  facilitate  non-compliant  pregnant  women  in  obtaining  prenatal 
care.  At  the  same  time,  our  Health  Education  Departments  must  conduct  massive 
educational  outreach  efforts  addressing  those  areas  where  the  needs  are  the  most.  We 
know  that  we  must  work  directly  with  hospitals  and  other  providers,  as  a  part  of  our 
effort  in  a  manner  that  enables  us  to  make  decisions  about  support  services  required 
for  families  prior  to  the  services  actually  being  needed. 

We  must  be  sensitive  to  and  have  an  appreciation  for  the  challenge  that  we  face  in 
order  to  provide  accessible,  affordable,  high-quality  health  care  services  to  our  urban- 
centered  populations. 


101 


STATEMENT  before  the  Committee  on  the  District  of  Columbia 
Re:    Health  Reform  -  Longworth  House  Office  Building 
April  19,  1993 


As  it  pertains  to  urban-centered  populations,  we  recognize  that  a  significant  amount  of 
the  health  care  services  are  paid  for  by  Medicaid  funds  and  that  we  are  in  an  era  where 
cost  containment  is  an  absolute  reality.  So,  therefore,  we  must  appreciate  the  dynamics 
of  efficiency  and  effectiveness  of  the  managed  care  model,  which  will  put  us  on  the 
leading  edge  of  not  only  providing  the  solutions  that  address  the  needs  of  our  urban- 
centered  populations,  but  which  will  also  allow  us  to  be  competitive  for  servicing 
previously  underserved  populations. 

Lastly,  we  must  observe  and  demonstrate  our  appreciation  that  an  important  part  of 
health  care  delivery  is  managed  care  in  its  traditional  form.  In  its  traditional  form, 
managed  care- 

1.  stresses  the  provision  of  comprehensive  health  and  medical  care; 

2.  promotes,  through  design,  access  to  health  care; 

3.  stresses  prevention  and  health  maintenance  and  treatment  services; 

4.  maintains  standards  for  procedures  to  monitor  the  level  of  quality  of  care 
provided; 

5.  is    designed    to    achieve    operational    efficiency    and    organizational 
effectiveness. 

An  Urban-Centered  Managed  Care  Model 
D.C.  Chartered  Health  Plan,  Inc. 


D.C.  Chartered  Health  Plan,  Inc.  is  a  comprehensive  system  of  high-quality  health  and 
medical  care  provided  by  experienced  professionals  committed  to  our  members  dignity 
and  well  being.  We  provide  health  maintenance  and  treatment  services  to  small  and 
large  business  group  employers,  union  and  association  members,  and  low-income  and 
government-assisted  populations. 
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Chartered  Health  Plan's  (Chartered)  Concept*  is  "A  Systemic  Approach  To  Illness 
Prevention  and  Delivery  of  Comprehensive  Health  Services."  Our  GrOal  is  to  provide 
Quality-  Health  Services.    Our  Methodology:    The  Health  Maintenance 

Organization  is  a  four-way  arrangement  between  the  management  company, 
providers,  enrollees,  and  financing.  Our  desired  Outcomes  are  that  we  have  an 
informed  consumer  as  a  client/member;  that  we  achieve  operational  efficiency;  and  that 
we  effect  the  provision  of  quality  health  care  services  in  a  fiscally-responsible  manner. 

To  enhance  our  philosophical  approach  to  managed  care.  Chartered  has  established  a 
definitive  IPA-model  HMO.  In  this  regard,  Chartered  has  retained,  through  contractual 
agreements  with  over  223  primary  care  and  specialist  physicians.  The  comprehensive 
health  care  delivery  system  established  by  Chartered  gives  it  a  capability  of  58  different 
primary  care  sites  for  our  members'  access  to  their  personal  physician  for  primary  care 
services.  Through  Chartered's  health  care  system  design,  Chartered's  ability  has 
enhanced  its  commitment  to  Access.  Quality  Care.  Health  Education  and  Promotion, 
and  Accountability  as  a  managed  care  organization. 

Chartered's  Purpose  is  to  provide  health  care  under  a  managed  care  framework. 
Our  objectives  are:  (1)  to  provide  broad  benefits  with  little  cost  sharing  (co-pay);  (2) 
to  specifically  address  the  public  health  problems  of  Infant  Mortality;  Teen  Pregnancy; 
Hypertension;  Substance  Abuse;  and  Diabetes;  and  (3)  to  enhance  the  dignity  of  the 
human  spirit  (causing  people  to  feel  good  about  themselves  as  a  result  of  their 
experience  with  Chartered  Health  Plan). 

Recognizing  our  desire  to  enhance  our  already  existing  efforts  toward  carrying  out  an 
effective  immunization  program,  for  our  members,  in  January  1991,  Chartered  Health 
Plan  began  the  direct  purchase  of  vaccines  and  began  a  personal  distribution  of  such 
vaccines  to  our  primary  care  physician  offices  so  that  we  would  first  increase  the 
effectiveness  of  our  immunization  program  and  secondly  through  our  oversight.more 
closely  monitor  the  quality  of  our  immunization  program.  This  program  will  be 
discussed  later  with  our  Corporate  Medical  Director. 


Originally  developed  by  Bowles  in  1984.    (See  Linkages  Chart  Attached.) 
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Appreciating  the  diverse  population  that  we  serve  and  their  needs,  in  November  1991 
we  established  a  staff  position  in  our  Utilization  Review  Department  entitled 
Maternal/Child  Outreach  Representative.  This  person  works  in  the  community  in  an 
attempt  to  inform,  educate  and  facilitate  non-compliant  pregnant  women  in  obtaining 
prenatal  care.  At  the  same  time,  our  Health  Education  Department  has  conducted  a 
massive  educational  outreach  effort  toward  our  total  member  population  with  emphasis 
on  our  prenatal  care  program  and  inviting  all  pregnant  members  to  contact  us  for 
immediate  assistance.  The  effort  was  facilitated  by  a  very  appealing  mailer.  Lastly,  in 
December  1991  we  allocated  a  staffing  requirement  for  a  Nurse  Case  Manager  who 
would  enhance  the  efforts  of  our  in-home  Utilization  Review  Nurse  Coordinators  by 
working  directly  with  hospitals  and  other  providers,  as  a  part  of  our  company  effort, 
that  enables  us  to  make  decisions  about  support  services  required  for  families  prior  to 
the  services  actually  being  needed. 

B.C.  Chartered  Health  Plan,  Inc.  prides  itself  on  providing  quality  managed  care 
services  to  its  members  who  belong  to  our  three  benefits  plans:  Chartered  AFDC 
Medicaid  Program;  Chartered  Select  (high  option);  and  Chartered  Choice  (low  option). 
We  are  a  professional  "service'-oriented  company  seeking  at  all  times  to  be  of  service 
to  our  members,  our  providers,  and  their  respective  office  staffs.  Seeking  proactive 
strategic  solutions  is  a  continuing  objective  of  our  company. 

Of  utmost  importance  for  us  as  a  provider  organization,  is  to  be  sensitive  to  and  have 
an  appreciation  for  the  challenge  that  we  face  in  order  to  provide  accessible,  affordable, 
high-quality  health  care  services  to  our  members  in  general,  and  more  specifically,  to 
inner-city  populations.  It  is  my  belief  that  if  we  appreciate  the  dynamics  of  efficiency 
and  effectiveness  of  the  Chartered  Health  Plan  managed  care  model,  we  will  be  on  the 
leading  edge  of  not  only  providing  the  solutions  that  address  the  needs  of  our  inner-city 
which  we,  at  D.C.  Chartered  Health  Plan,  Inc.  so  very  much  embrace,  but  also  our 
concept  allows  us  to  be  competitive  for  servicing  previously  underserved  populations 
such  as  the  working  poor  and  small  to  medium-sized  businesses  who  can  afford  certain 
levels  of  health  insurance  premiums  but  cannot  afford  expensive  high  benefit  option 
premiums. 

By  being  able  to  address  the  aforementioned  diverse  populations  Chartered  Health  Plan 
is  considered  a  broadly  defined  "market  niche"  managed  care  Plan  that  again  is  focusing 
on  quality,  accessible,  and  affordable  services  for  the  communities  that  we  serve. 
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Mr.  McDermott.  Congresswoman  Norton  will  inquire. 

Ms.  Norton.  Ms.  Fox,  some  of  us  who  grew  up  on  Blue  Cross  as 
if  it  were  the  functional  equivalent  of  the  Good  Housekeeping  Seal 
of  Approval  in  health  care  have  been  dismayed  at  the  financial  dif- 
ficulty of  some  of  the  plans  in  this  area  and  around  the  country, 
some  of  which  came,  it  would  appear,  from  excesses  and  poor  man- 
agement. Do  you  believe  that  the  President's  plan  that  he  is  about 
to  submit  should  contain  provisions  that  keep  plans  like  Blue  Cross 
from  getting  into  the  kind  of  difficulty  widely  reported?  If  so,  what 
kind  of  provisions  do  you  think  would  be  helpful  in  keeping  those 
problems  from  recurring? 

Ms.  Fox.  First  of  all,  there  have  been  mistakes  that  have  been 
made  in  some  of  the  plans  that  you  have  referred  to,  no  question 
about  it,  and  we  are  committed  to  try  to  make  sure  those  mistakes 
don't  repeat  themselves. 

For  one  thing,  Blue  Cross  has  been  trying  to  compete  over  the 
last  several  years  on  an  unlevel  playing  field,  and  that  has  been 
part  of  the  problems  that  Blue  Cross  has  faced.  For  example,  plans 
in  this  area  as  well  as  in  the  Northeast  have  taken  all  comers  re- 
gardless of  individuals'  health  status  where  other  commercial  in- 
surers will  only  take  healthy  individuals.  We  think  the  President's 
plan  will  even  out  that  playing  field  and  will  help  some  of  those 
problems. 

Second,  when  you  have  to  compete,  we  certainly  think  adminis- 
trative cost  is  a  place  to  streamline  those  procedures  and  to 
streamline  expenses,  and  to  the  extent  that  people  are  going  to 
have  to  compete  you  can  no  longer  compete  on  risk  selection,  com- 
peting on  managing  costs,  including  managing  administrative  costs, 
will  help,  and  I  think  that  will  address  some  of  the  concerns  that 
have  been  raised  by  some  Blue  Cross  plans. 

Ms.  Norton.  That  does  sound  reasonable. 

What  do  you  believe  about  outside  investments  and  about  Blue 
Cross  and  other  such  health  care  companies  running  in  the  mode 
of  large  private  companies  which  allow  their  executives  a  great 
deal  of  latitude  in  their  personal  trappings  and  accoutrements? 

Ms.  Fox.  I  would  say  a  couple  of  things.  Blue  Cross  is  really  the 
only  health  insurer  that  really,  its  primary  business  health.  Now 
that  may  be  true  with  some  HMO's.  You  will  see  the  commercial 
insurers;  they  also  have  business  and  other  lines — property  and 
casualty,  automobile,  et  cetera.  I  know  there  were  some  issues  that 
some  of  our  other  lines  of  business  weren't  being  reviewed  by  the 
State  insurance  commissioner.  We  have  recommended  that  change 
and  that  all  lines  of  business  be  reviewed  by  the  State  insurance 
commissioner. 

Ms.  Norton.  I  have  a  very  specific  question. 

Ms.  Fox.  Yes. 

Ms.  Norton.  Do  you  believe  that  plans  like  Blue  Cross  should 
have  investment  outside  of  the  health  care  field? 

Ms.  Fox.  I  think  that  it  is  appropriate;  yes,  I  do. 

Ms.  Norton.  Do  you  think  that  in  order  to  do  so  they  should  be 
monitored  by  the  health  commissioner? 

Ms.  Fox.  Yes,  I  think  the  State  insurance  commissioner  should 
have  access  to  all  the  books  and  all  the  records. 

Ms.  Norton.  That  is  not  the  case  now? 
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Ms.  Fox.  That  wasn't  the  case.  The  Association  has  said  that  if 
you  want  to  be  a  Blue  Cross  plan  you  have  to  make  sure  that  the 
State  that  regulates  you  has  that  provision  in  their  books  and  that 
you  are  regulated  by  the  insurance  commissioner.  Yes;  we  have 
recommended  that. 

Ms.  Norton.  So  you  have  no  problem  with  that  sort  of  provision 
being  in  President  Clinton's  plan. 

Ms.  Fox.  We  support  that  100  percent. 

Ms.  Norton.  Mr.  Bowles,  just  let  me  say  for  the  record  that  I 
have  become  familiar  with  your  plan  and  that  it  is  a  courageous 
plan. 

Mr.  Bowles.  Thank  you. 

Ms.  Norton.  The  very  high  quality  of  care,  the  no  holds  barred 
in  spending  money  in  order  to  reach  the  hardest  to  reach  residents 
of  this  city — it  is  a  model  that  I  hope  President  Clinton's  plan 
takes  into  account.  Without  the  incentive  that  may  come  with  that 
plan,  you  have  really  gone  into  unchartered  territory.  No  wonder 
you  are  called  Chartered  Health  Plan,  because  you  are  sure  char- 
tering it  now. 

May  I  ask  you,  do  you  regard  yourself  as  competitive  with  Blue 
Cross  and  George  Washington  University  Health  Plan? 

Mr.  Bowles.  I  regard  Chartered  Health  Plan  as  being  competi- 
tive in  the  future,  and  I  would  like  to  say  thank  you  very  kindly 
for  your  comments,  Ms.  Norton. 

Obviously,  Chartered  Health  Plan  does  not  have  the  financial  re- 
sources of  Blue  Cross.  Chartered  Health  Plan,  through  its  network 
of  private,  community  based  physicians,  will  be  competitive  from 
the  health  care  delivery  side.  Chartered  Health  Plan  is  currently 
in  negotiation  to  strategically  enhance  its  financial  capabilities  so 
that  it  can  be  competitive. 

I  would  also  like  to  say  that  through  the  establishment  of  a 
mixed  model  HMO  by  the  fall  of  this  year  we  will  be  quite  competi- 
tive with  Blue  Cross  serving  the  underserved  population,  be  it  med- 
icaid and/or  working  poor  people. 

Ms.  Norton.  You  have  reduced  the  cost  of  the  District  of  Colum- 
bia in  providing  health  care  to  low-income  residents,  have  you  not? 

Mr.  Bowles.  Yes,  Ma'am. 

Let  me  just  say  how  our  premium  is  paid.  When  we  started  the 
health  plan  and  negotiated  with  the  District  back  in  late  1987,  the 
District  brought  in  an  outside  actuarial  firm  to  review  its  costs  in 
the  AFDC  population  that  it  was  spending.  After  this  actuarial  de- 
termination, the  District  did  make  the  cost  figures  available  to  us 
and  said,  "We  will  let  you  operate  if  you  will  agree  to  be  paid  90 
percent  of  what  we  are  currently  spending  per  capita."  So  the  Dis- 
trict, from  year  one,  has  really  on  a  yearly  basis  saved  10  percent 
per  capita  for  each  member  we  have  enrolled. 

Ms.  Norton.  Ms.  Fox  and  Dr.  Ott,  have  either  of  you  ever  consid- 
ered setting  up  a  facility  or  plan  in  southeast  Washington  or  would 
you  consider  doing  so? 

Ms.  Fox.  I  would  like  to  answer  that.  The  D.C.  plan  contracts 
with  a  lot  of  providers  all  over  the  city.  For  example,  D.C.  General 
is  part  of  the  select  network  that  has  been  set  up  to  serve  the  Fed- 
eral employees  program.  There  are  primary-care  physicians  that 
are  in  the  network  that  are  all  over  the  city. 
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The  way  the  network  is  selected  is  to  assure  that  the  accounts — 
for  example,  the  Federal  employees  people  have  access  to  doctors 
that  are  located  near  their  home,  so  that  is  something  that  is  of 
very  much  importance,  and  that  is  already  there,  it  is  already  hap- 
pening today. 

Ms.  Norton.  This  is  through  the  Blue  Cross  private  providers 
who  are  around  the  city? 

Ms.  Fox.  Yes. 

Ms.  Norton.  Would  you  provide  the  committee  with  a  break- 
down of  providers  by  precincts  so  that  we  can  see  where  those  pro- 
viders are  located? 

Ms.  Fox.  I  will  try  to;  yes. 

[The  information  follows:] 
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Ms.  Norton.  Dr.  Ott. 

Dr.  Ott.  We  would  be  willing  to  consider  the  possibility  of  con- 
structing one  facility.  We  don't  have  the  financial  resources  to 
build  facilities  all  over  the  city. 

Most  of  our  development  in  the  future  is  likely  to  come  through 
further  development  of  our  independent  physician  network.  But  we 
currently  serve  a  significant  number  of  patients  from  southeast 
Washington  at  the  present  time. 

Ms.  Norton.  Those  people  are  part  of  the  health  plan? 

Dr.  Ott.  Yes. 

Ms.  Norton.  I  am  now  talking,  of  course,  about  low-income 
people.  Dr.  Ott.  Do  you  serve  any  medicaid  patients  in  your  health 
care  plan? 

Dr.  Ott.  Our  health  plan  originally  started  with  a  medicaid  base. 
That  contract  was  terminated  by  the  Federal  Government  because 
we  were  not  a  federally  qualified  health  plan  at  the  time,  but  we 
have  expressed  our  interest  in  dealing  with  the  medicaid  contract 
when  it  becomes  available  to  us  in  the  District,  and  we  are  in  the 
process  of  signing  a  contract  with  the  State  of  Maryland  to  serve 
medicaid  patients  in  Maryland  as  well. 

Ms.  Norton.  Thank  you  very  much. 

May  I  say  finally  for  the  record.  Dr.  Bowles,  that  I  am  aware,  of 
course,  and  my  office  is  working  with  you  on  this  question  of  75/25, 
whereby,  one  could  understand  it  in  the  beginning,  there  exists  a 
rule  that  says  that  a  health  care  plan  like  yours  has  to  have  25 
percent  of  its  patients  from  private  plans.  This  was  used  as  a  proxy 
for  judging  quality. 

Competing  with  far  larger,  more  traditional  plans — that  has  been 
impossible  not  only  for  you  but  for  the  few  other  African  American 
plans  around  the  country,  and  we  are  making  a  concerted  effort  to 
not  use  proxies  for  quality  but  indicators  of  quality,  and  I  do  want 
to  say  for  the  record  that  this  plan,  which  is  absolutely  indispensa- 
ble to  the  District  of  Columbia — if  it  were  to  go  out  of  existence 
today,  we  would  have  a  health  care  crisis  of  the  kind  that  has 
never  been  seen  before — this  plan  has,  in  fact,  had  substantive 
quality  reviews  and  time  after  time  has  been  shown  to  deliver  high 
quality  health  care. 

I  think  that  in  the  President's  plan  we  must  make  sure  that 
plans  that  have  taken  the  risk,  gone  where  others  fear  to  tread,  are 
judged  on  a  level  playing  field  by  what  they  actually  do  and  not  by 
such  proxies  which  have  made  it  difficult  for  you  to  operate,  diffi- 
cult for  you  to  get  capital,  while  serving  the  people  in  our  city  that 
most  need  serving. 

Thank  you,  Mr.  Chairman. 

Mr.  McDermott.  Thank  you. 

Let  me  ask  a  couple  of  questions  of  Ms.  Fox. 

You  raise  the  question  of  your  program  of  sorting  out  the  physi- 
cians who  are  most  efficient  and  getting  them  into  an  HMO.  I  am 
aware  that  process  has  gone  on  with  the  Blue  Cross  program  in 
Washington  State.  Is  that  a  national  program  that  each  Blue  Cross 
plan  is  now  selecting  out  certain  physicians  and  putting  them  in 
one  low-cost  option  or  lower  cost  option? 

Ms.  Fox.  There  are  71  Blue  Cross  plans.  They  are  all  independ- 
ent, and  they  are  all  doing  different  things.  The  Washington  plan — 
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your  Washington  plan — is  using  a  system  that  is  similar  to  the  pro- 
gram that  is  used  by  the  D.C.  plan,  but  other  Blue  Cross  plans  are 
using  other  variations. 

Mr.  McDermott.  That  is  sufficient  for  me  to  know  that.  Are  you 
then  in  support  of  or  would  you  oppose  a  provision  that  said  that 
any  willing  provider  should  be  able  to  get  into  your  plan? 

Ms.  Fox.  We  would  definitely  oppose  such  a  provision. 

Mr.  McDermott.  In  Washington,  DC,  what  is  the  percentage  of 
physicians  that  you  include  in  your  plan,  and  how  many  do  you  ex- 
clude? 

Ms.  Fox.  I  cannot  tell  you  the  percentage.  I  can  tell  you  that  in 
the  most  restrictive  network,  the  tightest  network,  which  is  the 
HMO,  which  is  Capital  Care,  there  are  3,200  physicians  covering 
the  D.C.  and  metropolitan  area,  including  Maryland  and  Virginia 
suburbs.  So  it  is  a  very  hefty — I  think  it  is  40  or  50  percent  of  the 
physicians,  and  we  just  feel  very  strongly  that  we  really  need  to 
recruit  the  doctors  that  are  providing  high  quality  care  cost-effec- 
tively and  to  target  those  physicians  into  our  networks,  and  the 
D.C.  plan  has  some  very  powerful  data  that  shows  how  much  more 
costs  you  are  going  to  be  spending  by  going  to  inefficient  providers, 
and  if  you  could  redirect  your  patients  to  cost-effective  but  high- 
quality  doctors,  you  can  really  not  only  reap  savings  but  improve 
care. 

Mr.  McDermott.  So  your  feeling  is  that  when  you  put  this  plan 
together  everyone  will  come  to  this  plan  because  they  get  low  cost 
and  they  get  high  quality,  correct? 

Ms.  Fox.  Yes. 

Mr.  McDermott.  Now,  as  the  population  all  shifts  to  that  pro- 
gram, the  doctors  are  not  going  to  have  enough  time  to  see  every- 
body. That  is  reasonable  to  accept,  isn't  it? 

Ms.  Fox.  You  cannot  just  look  at  it  in  isolation,  and  we  have  just 
begun  this,  it  is  really  this  year,  so  this  is  really  new.  But  what  we 
hope  to  see,  what  we  expect  to  see,  is  that  by  encouraging  providers 
into  our  network  and  giving  them  the  volume,  that  we  are  also 
going  to  be  affecting  the  behavior  of  providers  that  are  not  in  our 
network  because  they  will  want  to  be  in  our  network,  and  part  of 
this  program  is  to  provide  feedback  to  physicians  as  to  why  their 
practice  patterns  vary  and  to  give  that  information  back  to  them  so 
they  can  understand. 

Mr.  McDermott.  So  if  they  say,  "Well,  I'll  take  a  10  percent  cut 
in  my  fees,"  then  you  will  let  them  in? 

Ms.  Fox.  No;  not  if  they  are 

Mr.  McDermott.  So  they  are  excluded? 

Ms.  Fox.  They  would  be  excluded  from  the- 


Mr.  McDermott.  When  could  they  possibly  measure  up  and  be 
included? 

Ms.  Fox.  I'm  not  sure.  I  think  possibly  on  an  annual  basis.  I 
could  get  back  to  you  on  that.  I'm  not  really  sure  how  the  D.C. 
plan  operates,  but  it  varies  across  the  country.  But  the  goal  is  to 
try  to  give  people  opportunities  to  come  into  the  network  definitely 
and  also  to  drop  people  from  the  network  if  they  are  not  meeting 
their  performance  objectives,  which,  by  the  way,  in  a  lot  of  Blue 
Cross  plans  does  not  mean  that  you  are  being  cost-effective  only,  I 
mean  that  is  certainly  a  key  part,  but  there  are  objectives  that  you 
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are  responsible  for  immunizing  98  percent  of  your  kids  by  the  tinie 
they  are  two  or  whatever  the  criteria,  that  women  are  getting  their 
mammograms  on  time,  so  there  is  a  lot,  and  there  is  an  attempt  to 
get  quality  measurements  into  this  performance  system. 

Mr.  McDermott.  In  your  recommendations  in  your  testimony, 
you  talk  about  community  rating  with  limited  demographic  adjust- 
ments. Those  are  your  words.  Can  you  tell  me  what  those  limited 
adjustments  are? 

Ms.  Fox.  We  are  talking  about  allowing  an  adjustment  for  age 
and  also  geography. 

Mr.  McDermott.  Geography  being  what?  You  mean  they  live  in 
Anacostia? 

Ms.  Fox.  No,  sir.  For  example,  some  people  are  talking  about 
having  a  HIPC  cover  Frederick  as  well  as  the  D.C.  area.  If  you  in- 
clude Frederick  in  the  District  of  Columbia,  you  are  going  to  raise 
the  rates  for  people  that  currently  live  in  Frederick,  Maryland,  be- 
cause they  are  getting  lower  rates  because  it  is  based  upon  the  fact 
that  they  are  in  a  low-cost  community.  So  you  need  to  be  sensitive 
to  the  fact  that  where  you  draw  your  boundaries  is  going  to  have 
redistributional  effects  for  cross  subsidies  and  low-cost/high-cost 
areas.  So  we  think  that  especially  you  need  to  account  for  those  dif- 
ferences. 

Mr.  McDermott.  You  would  suggest  then  that  the  system  have  a 
provision  that  allows  the  carving  out  of  the  high-cost  areas,  sort  of 
putting  them  by  themselves  so  that  the  others  can  benefit  from  the 
low-cost  aspects  of  their  area? 

Ms.  Fox.  I  think  you  need  to  have  geographic  differences.  For  ex- 
ample, if  you  said  New  York  State  all  had  to  have  the  same  rate, 
what  you  would  have  is,  you  would  have  a  lot  of  upset  people  in 
Buffalo  sending  their  money  down  to  New  York  City. 

Mr.  McDermott.  Isn't  that  what  insurance  is  all  about?  Isn't  it 
the  sharing  of  risk? 

Ms.  Fox.  The  Federal  employees  program,  for  example,  is  nation- 
ally community  rates;  there  is  one  rate  across  the  country;  there  is 
no  difference  in  geography.  It  certainly  can  be  something  that  can 
be  considered.  The  problem  is  the  transition  to  something  like  that. 
You  are  going  to  have  a  lot  of  upset  people  the  way  you  structure 
it,  and  you  need  to  be  cautious  on  how  you  proceed  on  that. 

Mr.  McDermott.  One  of  the  things  that  is  interesting  in  your 
testimony  is  that  you  suggest  not  waiting  for  HIPC's  to  be  in  place 
before  the  insurance  reforms  are  put  in,  and  I  wonder  if  it  would 
be  accurate  to  say  that  you  really  advocate  holding  off  a  Federal 
mandate  on  HIPC's. 

Ms.  Fox.  Well,  we  think  you  need  to  be  careful  about  how  you  do 
it.  We  think  you  should  get  insurance  reform  right  away,  don't 
wait  on  that  one  minute,  get  it  enacted  as  soon  as  possible,  and  get 
those  standards  in  place.  HIPC's,  there  are  a  lot  of  unanswered 
questions,  and  we  are  not  sure  how  the  Clinton  package  is  going  to 
design  them,  and  we  think  you  need  to  proceed  cautiously  there. 

Mr.  McDermott.  So  you  really  would  rather  have  it  be  voluntary 
rather  than  something  mandated  from  the  Federal  level? 

Ms.  Fox.  We  think  you  need  to  experiment  before  you  depend 
100  percent.  For  example,  if  you  said  in  New  York  City  today  em- 
ployers up  to  500  are  in  this  HIPC,  and  you  tell  all  employers  to 
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drop  their  existing  insurer  and  go  down  to  this  HIPC,  how  big 
would  you  need — you  know,  it  is  a  high  risk  strategy.  We  just  think 
you  need  to  be  cautious  there. 

Mr.  McDermott.  It  has  been  a  long  time  coming  on  this  one. 

Mr.  Bowles,  you  have  three  plans  in  your  HMO.  You  have  some- 
thing called  the  Chartered  AFDC  Program,  and  Chartered  Select, 
and  Chartered  Choice.  Can  you  tell  me  what  the  differences  are 
from  the  Choice  and  Select  from  what  you  provide  to  the  medicaid 
people? 

Mr,  Bowles.  First  of  all,  the  medicaid  AFDC  program  has  the 
most  lucrative  benefits. 

Mr.  McDermott.  The  most? 

Mr.  Bowles.  The  most. 

I  am  a  member  of  Chartered  Select — my  family  and  I  are  mem- 
bers of  Chartered  Select,  which  is  our  high  option  plan.  That  is  our 
high  option  commercial  plan.  Chartered  Choice  is  a  lower  option 
plan  of  the  commercial  plans  that  we  have.  We  also  have  a  newly 
created  plan  called  Chartered  Standard  which  we  were  asked  to 
create  for  the  District  of  Columbia  personnel. 

The  medicaid  program  has  the  most  benefits. 

Mr.  McDermott.  What  is  the  difference  in  cost  between  the  med- 
icaid program  and  Select?  Give  me  a  comparable  figure  for  a 
family  of  three  or  four  or  something  like  that. 

Mr.  Bowles.  For  a  family  of  three,  the  medicaid  plan  pays  Char- 
tered $116,  composite — not  for  a  family,  it  is  the  composite  rate  for 
individuals. 

Mr.  McDermott.  So  three  times  $116. 

Mr.  Bowles.  Exactly. 

Mr.  McDermott.  OK. 

Mr.  Bowles.  For  a  family  in  our  Chartered  Select  high  option 
commercial  product,  the  rate  is  $453.  In  Choice,  which  is  a  lower 
option  plan 

Mr.  McDermott.  Four  fifty-three  combined? 

Mr.  Bowles.  Four  hundred  and  fifty  three  dollars  and  82  cents 
combined;  yes,  sir,  for  a  family. 

Mr.  McDermott.  For  a  family  of  three  or 

Mr.  Bowles.  Whatever  the  family  size  is.  In  medicaid  we  know  a 
family  is  approximately  three  people;  in  commercial,  you  have 
somewhere  between  four  and  five  in  a  family. 

Mr.  McDermott.  OK.  So  you  figure  on  a  medicaid  family  five 
times  $116,  and  then  on  a  Select  family  you  are  figuring  the  com- 
bined total  for  a  family  is  $456  for  three  people,  on  average. 

Mr.  Bowles.  Four  hundred  and  fifty-three — let's  say  $454,  to 
round  it  off.  But  what  I  am  also  saying — for  a  medicaid  client,  we 
are  saying  that  for  a  family  of  three  the  composite  of  premium  rev- 
enue is  $348.  I  think  that  is  very  important. 

Select  is  a  high  option  plan.  It  has  fully  covered  primary  care 
and  prevention  services,  fully  covered  hospitalization,  minor  copays 
on  primary  care  office  visits  and  specialist  office  visits. 

The  Chartered  Choice  product  was  developed  for  people  who  tra- 
ditionally never  had  insurance,  and  how  that  came  about  is  that 
we  worked  with  associations  and  unions  who  were  organizing 
people  who  did  not  have  benefits,  and  they  wanted  some  level  of 
benefit  because  the  employers  were  not  going  to  pay  but  only  so 
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much.  So  we  designed  this  program  that,  one,  promoted  primary 
care  services;  two,  stressed  prevention;  and  reduced  some  of  the 
riders.  The  riders  are  pharmacy,  vision,  and  dental. 

So  we  created  that  product  so  that  people  would  be  able  to  have 
basic  benefit  coverage  and  add  the  riders  consistent  with  how  the 
employer  and/ or  the  organizing  organization  wanted  it.  We  have 
been  able  to  get  more  people  insured  by  creating  that  product. 

Mr.  McDermott.  If  I  understand  correctly,  in  the  District  there 
are  about  1,843  primary  doctors  in  the  District's  medicaid  program. 
According  to  your  written  testimony,  you  testified  there  are  223 
primary  care  and  specialty  care  physicians.  How  many  of  those  223 
are  actually  primary-care  physicians? 

Mr.  Bowles.  Seventy-one,  sir.  As  we  speak,  according  to  their 
testimony  71.  I  know  of  approximately  seven  people  that  we  are 
contracting  with  we  will  probably  have  additional  contracts  with 
this  week.  But  right  now  we  have  71. 

Mr.  McDermott.  You  have  listed  58  primary  care  sites. 

Mr.  Bowles.  Yes. 

Mr.  McDermott.  I  assume  those  are  physicians'  offices. 

Mr.  Bowles.  These  are  private  physician  offices  where  there  are 
one  or  more  primary  care  physicians  working  there.  That  also  in- 
cludes the  site  that  we  established  on  Capitol  Hill  on  Constitution 
Avenue,  that  we  established  as  a  company  through  our  subsidiary. 

Mr.  McDermott.  In  your  testimony  you  said  through  Chartered's 
health  care  systems  design  Chartered's  ability  has  enhanced  its 
commitment  to  access.  What  is  that  system  of  access?  What  are 
you  saying  by  that? 

Mr.  Bowles.  Let  me  give  you  an  example.  First  of  all,  I  would 
like  to  back  into  this  and  say  that  Chartered  Health  Plan  currently 
contracts  with  seven  District  of  Columbia  hospitals,  and  we  have 
different  types  of  contracts.  Four  of  them  are  teaching  hospitals, 
and  a  rehabilitation  hospital. 

We  say  we  have  created  more  access  because  what  we  have  done 
is  gone  out  to  facilitate  for  people  who  have  not  been  used  to  going 
to  primary  care  services  or  have  their  personal  physician  and  cre- 
ated a  relationship  between  that  particular  person  and  a  private 
physician.  Therefore,  these  physicians,  because  of  their  desire  to 
work  with  us,  have  taken  in  additional  medicaid  persons. 

A  number  of  doctors  have  refused  to  provide  care  in  the  fee-for- 
service  sector,  and  they  have  been  willing  to  contract  with  us  be- 
cause we  have  been  somewhat  of  an  enhancer.  Part  of  that  en- 
hancement has  been  because,  one,  we  facilitate  those  medicaid 
people  getting  to  physicians'  offices.  Second,  we  do  hold  weekly 
health  educational  classes. 

When  we  first  started,  I  would  see  maybe  one  or  two  people  in 
the  prenatal  class.  Now  I  am  seeing  over  25  people  in  a  week  in  the 
prenatal  class.  We  have  nutrition  classes.  So  this  has  been  an  act 
of  empowerment  for  the  previously  underserved  people.  So  that  is 
what  I  mean. 

Mr.  McDermott.  What  is  your  immunization  rate  among  your 
kids  under  the  age  of  5? 

Mr.  Bowles.  I  would  say  somewhat  in  excess  of  65  to  70  percent. 
The  reason  I  say  it  that  way  is  because  one  of  the  things  we  found 
out — in  the  regular  system,  the  private  physicians  were  not  get- 
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ting,  for  whatever  reason,  through  their  coordination — were  not 
getting  their  vaccines. 

In  January  1991,  I  made  a  decision  that  the  company  would  buy 
the  vaccines  and  distribute  them  to  our  primary-care  physicians 
free,  and  what  we  wanted  were  reports.  So  we  went  somewhere 
from  about,  really,  literally,  approximately  40  percent  to,  I  would 
say,  over  65  to  70  percent  now,  and  I  expect  it  to  get  better  because 
there  are  incentives.  I  mean  the  doctor  does  not  have  to  search  for 
the  vaccine,  we  provide  it.  We  ask  them  to  keep  records. 

Mr.'  McDermott.  But  still,  in  your  capitated  payment  to  the 
plan,  you  are  paid  for  all  the  kids  to  be  immunized  even  though 
you  are  only  at  65  percent. 

Mr.  Bowles.  We  are  paid  for  immunizations,  not — I  would  chal- 
lenge the  actuarial  dollar  there  because  I  know  what  I  am  spend- 
ing and  it  is  not  included  in  that  dollar;  that  dollar  does  not  cover 
what  I  really  have  to  pay.  So,  I  would  challenge  that;  that  is  the 
only  thing  I  am  saying. 

Mr.  McDermott.  But  at  least  in  the  contract  it  is  expected.  You 
might  argue  about  the  dollars. 

Mr.  Bowles.  Sure. 

Mr.  McDermott.  But  in  the  contract  you  are  expected  to  immu- 
nize. 

Mr.  Bowles.  Sure,  and  steps  we  have  taken  to  increase  our  im- 
munizations have  been  to  hold  weekend  special  sessions  to  bring 
people  in,  because  the  rate  of  immunization  is  not  a  function  of  the 
doctor  not  wanting  to  immunize,  it  is  a  function  of  parents  bring- 
ing their  kids  to  the  physician  to  be  immunized.  So  a  great  educa- 
tional process  is  needed  there. 

Mr.  McDermott.  I  am  not  suggesting  that  the  population  that 
you  are  trying  to  struggle  with  are  easy  problems  to  solve. 

There  is  another  one  that  I  raised  earlier  with  the  people,  and  I 
want  to  raise  it  with  you,  because  in  your  testimony  you  say  a  staff 
position — that  is,  to  inform,  educate,  and  facilitate  noncompliant 
pregnant  women  in  obtaining  prenatal  care — you  have  established 
such  a  position.  That  was  done  in  1991.  What  has  that  person  done 
or  is  that  person,  in  fact,  working  on  this  program? 

Mr.  Bowles.  That  person — those  people;  we  now  have  two.  What 
that  person  does  is,  when  we  find  out  through  either  the  primary- 
care  physician,  referral  to  an  obstetrician,  that  one  of  our  members 
is  pregnant,  we  ask  for  an  OB  registration  form  because  we  want 
to  track  the  prenatal  care  from  the  obstetrician.  So,  we  have  that 
client  registered,  and  that  goes  very  well.  Most  of  our  deliveries 
now  have  been  coordinated,  if  you  will,  and  accounted  for  as  a 
result  of  the  OB  registration  form. 

However,  there  are  people — and  before  I  say  this,  also,  when  a 
member  joins,  comes  on  board  to  Chartered,  we  send  out  informa- 
tion about  the  plan  written  at  a  level  that  they  can  understand; 
there  is  also  a  standard  letter  that  goes  out  and  advocates  the 
member  going  in  to  establish  an  initial  health  assessment  with 
their  chosen  primary-care  physician. 

But  we  do  find  people  who  become  pregnant,  go  see  an  obstetri- 
cian, and  fail  to  make  the  second  or  third  appointment.  At  that 
time — we  have  two  people  now  whom  we  send  out  in  the  field  to 
attempt  to  locate  that  person  and,  at  the  time  of  locating  that  indi- 
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vidual,  talk  with  the  individual  about  the  need  for  continued  pre- 
natal care,  about  scheduling  to  get  them  into  our  prenatal  classes, 
and  make  an  appointment  not  only  with  the  doctor's  office  but 
make  an  appointment  with  our  transportation  subsidiary  to  make 
certain  that  we  can  do  everything  we  can  to  get  that  client  to  go  in 
to  the  obstetrician  and  have  regularly  scheduled  and  attended  pre- 
natal visits. 

Mr.  McDermott.  What  kind  of  success  rate  do  you  have  in  get- 
ting compliance  with  a  monthly  or  whatever,  bimonthly,  appoint- 
ment with  the  physician  during  the  prenatal  period? 

Mr.  Bowles.  With  this  care  and  with  our  whole  system,  OB  reg- 
istration, regular  appointments,  I  would  say  the  maternal  and 
child  outreach  representatives  now  are  bringing  our  prenatal  com- 
pliance up  to  about  90  or  95  percent.  So,  it  has  had  about  a  20-per- 
cent positive  effect  because  people  know  now — they  know,  first  of 
all — it  is  very  strange — they  know  now  that  they  have  an  addition- 
al advocate;  sometimes  it  requires  an  additional  advocate  to  go  out 
and  sit  with  them  to  talk  with  them  about  the  need  for  care,  and  so 
there  is  a  bonding  and  a  trust  relationship  that  is  occurring,  and 
that  is  something  we  like  to  see. 

Mr.  McDermott.  So,  it  is  really  a  patient  advocate  as  much  as 
somebody  who  hounds  them. 

Mr.  Bowles.  Oh,  yes. 

Mr.  McDermott.  They  do  not  see  them  as  a  policeman  but  more 
as  somebody  trying  to  get  them  in. 

Mr.  Bowles.  Right,  sir. 

I  mentioned — I  did  not  go  through  the  entire  testimony,  but  pro- 
viding care  to  medicaid  clients  really  has — one  has  to  be  committed 
to  serious  empowerment  through  educational  programs.  It  does  not 
occur  on  the  first  time  around,  it  is  not  going  to  occur  the  second 
time  around.  We  send  people  back  over  and  over  again  to  try  to 
build  the  trust  so  that  these  people  will  maintain  a  relationship 
with  their  private  physician,  so  it  does  take  time. 

Mr.  McDermott.  Let  me  ask  you  a  question.  This  is  a  little  more 
speculative.  You  heard  the  testimony  of  the  acting  commissioner  of 
the  District  who  suggested  there  are  five  or  six  others  who  may 
want  to  engage  in  managed  competition  with  you.  How  many  of 
those  groups  do  you  think  really  want  to  come  in  and  do  what  you 
are  doing? 

Mr.  Bowles.  I  do  not  think  anybody  wants  to  commit  to  do  what 
we  are  doing. 

Mr.  McDermott.  So  why  are  they  putting  their  name  up? 

Mr.  Bowles.  I  am  not  trying  to  be  facetious  either,  but  I  really 
do  mean  that,  and  I  would  be  shocked  if  someone  does.  People  have 
different  methodologies  in  terms  of  providing  how  they  manage 
care.  Someone  is  going  to  have  to  be  very  serious  to  do  what  we  are 
doing.  I  think  my  good  friend  Jack  Ott  here  just  said  that  he  was 
thinking  about  a  thousand  or  more,  and  I  believe  that,  and  I  am 
not  inferring 

Mr.  McDermott.  Of  the  70,000 


Mr.  Bowles.  Yes;  I  mean  I  think  he  has  chosen  a  number  that  he 
wants  because  he  has  had  an  experience  before — he  has  chosen  a 
number.  But  I  do  not  think  there  are  going  to  be  very  many  people 
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who  are  going  to  make  the  level  of  commitment — I  will  just  say 
that — because  it  is  a  long-term  effort. 

Mr.  McDermott.  OK.  Thank  you. 

Dr.  Ott,  I  have  some  questions  I  want  to  ask  you.  I  am  a  Federal 
employee,  and  if  I  join  GW  what  happens  to  me  when  I  am  back  in 
Seattle  and  I  see  a  physician  or  go  to  the  hospital  there  in  my  dis- 
trict? How  does  that  get  paid  for? 

Dr.  Ott.  Assuming  this  is  an  emergency,  unforeseen  event,  that 
is  covered  just  like  an  insurance  company  would  cover  you. 

Mr;  McDermott.  Well,  I  go  home  on  recess  for  a  month  in 
August.  If  I  need  some  pills  or  have  a  cold  or  something,  how  is 
that  considered? 

Mr.  Ott.  We  would  not  expect  you  to  have  a  routine  physical  ex- 
amination or  something  of  that  sort  there.  If  you  need  a  prescrip- 
tion refilled,  that  is  handled  through  a  national  adjudication  of  pre- 
scriptions. You  might  have  to  pay  for  the  prescription  and  then 
submit  a  claim,  which  you  do  not  normally  have  to  do.  If  your  par- 
ticular pharmacist  is  hooked  up  with  the  national  interchange, 
then  it  could  be  done  automatically.  If  you  got  appendicitis  while 
you  were  there,  obviously  we  would  pay  that  just  like  Blue  Cross. 

Mr.  McDermott.  We  would  probably  get  into  a  discussion  then 
around  whether  or  not  it  was  an  emergency.  Is  that  fair  to  say? 

Mr.  Ott.  That  would  be  true  with  any  HMO.  It  is  a  possible  dis- 
cussion. I  think  we  are  probably  more  liberal  than  most  HMO's  in 
terms  of  what  we  will  cover,  but  it  is  conceivable  you  could. 

Mr.  McDermott.  OK.  Let  me  ask  one  other  question,  because 
you  raised  it  and  I  think  it  is  a  little  bit  peripheral  to  this  whole 
issue.  That  is  the  question  of  the  medicaid  rates  and  the  talk  about 
freezes  and  the  talk  about  having  some  kind  of  wage  and  price  con- 
trols. How  is  that  going  to  affect  your  operation? 

Dr.  Ott.  I  do  not  believe  I  raised  that  specific  issue. 

Mr.  McDermott.  No;  you  didn't  raise  it,  I  am  raising  it. 

Dr.  Ott.  I  do  not  personally  believe  price  controls  will  be  effec- 
tive, certainly  not  in  the  long  run.  They  have  not  worked  before, 
and  I  do  not  think  they  are  going  to  work  this  time  either. 

How  will  it  affect  us?  If  you  tell  me  that  no  health  plan  can  raise 
their  premium  more  than  5  percent,  then  I  will  go  back  to  the  hos- 
pitals and  the  providers  that  we  do  business  with  and  tell  them 
that  you  have  mandated  a  5-percent  rate  increase  and  therefore 
that  is  all  we  can  pay  you. 

Realistically,  I  do  not  know  of  any  hospital  in  the  District  that 
breaks  even  on  medicaid  rates.  Probably  not  half  of  the  hospitals 
break  even  on  medicare  rates.  So,  if  you  reduce  them  artificially 
even  further,  it  will  not  in  the  long  run  be  effective. 

Mr.  McDermott.  You  will  simply  get  the  cost  shifted  on  to  the 
private? 

Dr.  Ott.  I  think  that  is  what  will  happen. 

Mr.  McDermott.  OK.  Right  now,  what  percentage  of  your  oper- 
ation is  funded  by  the  university? 

Dr.  Ott.  None. 

Mr.  McDermott.  So  the  operation  of  your  HMO  is  totally  within 
the  cost  of  delivery  of  the  care.  I  mean  you  are  delivering  the  serv- 
ice. Does  the  hospital  charge  you  or  does  the  university  charge  you 
for  the  hospital  or  how  is  the  hospital  cost  spread  to  you? 
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Dr.  Ott.  We  are  a  separate  corporation  wholly  owned  by  the  uni- 
versity. We  have  negotiated  rates  for  services  which  are  quite  rea- 
sonable which  help  in  keeping  our  premium  down.  But  we  also  con- 
tribute a  major  volume  to  the  hospital.  For  example,  we  account 
for  15,000  bed  days  a  year. 

Mr.  McDermott.  What  is  that  percentage  in  terms  of  their 

Dr.  Ott.  Approximately  12  percent  of  the  total. 

Mr.  McDermott.  Twelve  percent  of  the  total. 

Dr.  Ott.  So,  again,  a  volume  purchaser.  Therefore,  you  can  nego- 
tiate a  good  rate.  The  university  indirectly  supports  us  because  we 
use  the  personnel  system  to  recruit  new  employees  and  that  sort  of 
thing. 

Mr.  McDermott.  How  about  the  cost  of  your  physicians'  salaries? 
I  assume  that  the  physicians  at  George  Washington  have  some 
salary  from  the  university  and  some  from  a  private  practice  plan. 
That  is  a  pretty  standard  operation  in  most  medical  operations 
today.  What  percent  of  their  salaries  are  paid  for  out  of  their  prac- 
tice plan? 

Dr.  Ott.  That  varies  a  great  deal  from  specialty  to  specialty.  I 
think  it  could  be  as  little  as  10  percent  or  it  could  be  double  the 
base  salary. 

Mr.  McDermott.  So,  all  the  fees  are  not  thrown  into  a  pot  and 
divided  up  as  needed  through  the  system.  The  cardiac  surgeons 
have  their  own  pot,  and  the  ophthalmologists  have  their  pot. 

Dr.  Ott.  Given  that  I  am  a  pediatrician,  it  is  a  given  that  I  am 
not  going  to  make  as  much  as  a  thoracic  surgeon,  and  therefore 
you  have  to  have  some  way  to  adjust  that. 

Mr.  McDermott.  OK.  I  want  to  thank  the  panel  for  your  helpful 
testimony. 

We  will  recess  until  about  1  o'clock;  about  15  minutes  or  so.  Con- 
gressman Stark  will  be  back  at  that  time. 

[Recess.] 

The  Chairman  [presiding].  If  the  reporter  is  ready  and  the  panel- 
ists are  here,  I  would  like  to  welcome  a  panel  of  hospital  represent- 
atives: Howard  Jessamy,  who  is  president  of  the  D.C.  Hospital  As- 
sociation, who  is  accompanied  by  John  Green,  the  executive  vice 
president  of  Medlantic  Healthcare  Group  which  operates  Washing- 
ton Hospital  Center;  Mr.  Henry  L.  McQueeney,  who  is  the  acting 
hospital  administrator  of  Georgetown  University  Hospital;  David 
Brown,  who  is  president  of  the  Greater  Southeast  Community  Hos- 
pital; and  Mark  Chastang,  who  is  the  executive  director  of  D.C. 
General.  We  are  shy  Mark,  who  I  understand  will  come  along  in  a 
while,  so  if  you  all  do  not  mind,  why  don't  we  lead  off. 

Again,  I  am  going  to  return  to  the  timer  here,  not  because  you 
get  three  points  if  you  get  it  off  within  that,  but  we  all  have  other 
things  to  get  about,  I  am  sure,  and  you  have  been  very  patient,  so 
we  will  try  and  move  things  along  that  way. 

Howard,  do  you  want  to  lead  off? 
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STATEMENTS  OF  HOWARD  JESSAMY,  PRESIDENT,  D.C.  HOSPITAL 
ASSOCIATION;  JOHN  GREEN,  EXECUTIVE  VICE  PRESIDENT, 
MEDLANTIC  HEALTHCARE  GROUP  (WASHINGTON  HOSPITAL 
CENTER);  HENRY  L.  McQUEENEY,  ACTING  HOSPITAL  ADMINIS- 
TRATOR, GEORGETOWN  UNIVERSITY  HOSPITAL;  DAVID 
BROWN,  PRESIDENT,  GREATER  SOUTHEAST  COMMUNITY  HOS- 
PITAL; AND  MARK  CHASTANG,  EXECUTIVE  DIRECTOR,  D.C. 
GENERAL  HOSPITAL 

STATEMENT  OF  HOWARD  T.  JESSAMY 

Mr.  Jessamy.  Yes.  Good  afternoon,  Mr.  Chairman. 

I  am  Howard  Jessamy,  president  of  the  District  of  Columbia  Hos- 
pital Association.  We  represent  the  17  hospitals  in  the  District  of 
Columbia.  Those  17  hospitals  include  the  two  Federal  hospitals, 
Walter  Reed  and  the  Veterans'  Administration  Hospital  as  well. 

The  District  of  Columbia  Hospital  Association,  our  members,  rec- 
ognize the  need  for  a  bold  new  approach  to  developing  and  financ- 
ing health  care  in  America  regardless  of  what  nomenclature  we 
put  on  it.  It  is  imperative  that  any  reform  proposal  include  several 
important  principles: 

Number  one,  universal  access  to  basic  health  care  services  must 
be  guaranteed  to  everyone  regardless  of  employment  or  income 
status.  In  the  District  of  Columbia  this  translates  to  coverage  for 
over  100,000  additional  people. 

Number  two,  a  vertically  integrated  delivery  system  must  be  de- 
veloped so  that  care  can  be  provided  in  the  most  appropriate  set- 
ting, whether  it  is  primary  care,  acute  care,  emergency  care  when 
appropriate,  home  care,  long-term  care,  hospice  or  other  types  of 
service  in  the  District.  The  hospitals,  particularly  those  with  emer- 
gency rooms,  are  the  safety  net  for  patients  who  are  unable  to 
access  other  levels  of  care. 

The  third  principle  is  that  quality  care  must  be  the  driving  force 
in  the  health  care  system.  That  is,  care  must  be  effectively  man- 
aged and  coordinated  to  meet  the  needs  of  the  patient.  The  health 
system  must  be  community-based  and  well  planned  with  a  goal  of 
improving  the  health  status  of  the  community. 

The  fourth  principle  should  be  that  the  reimbursement  must  be 
designed  to  promote  cost  efficient  care.  At  present,  the  health  care 
system  in  the  District  and  across  the  country  is  filled  with  conflict- 
ing incentives  for  hospitals,  physicians,  and  other  providers.  The 
payment  system  must  encourage  providers  to  work  together  to  cut 
costs. 

Another  principle,  and  not  necessarily  the  last  one,  but  in  regard 
to  areas  of  laws  that  must  be  changed  or  amended  to  remove  im- 
pediments to  the  efficient  use  of  resources,  including  medical  mal- 
practice liability  reform  and  changes  to  antitrust  laws. 

D.C.  hospitals  discharge  some  200,000-plus  patients  each  year 
with  an  additional  500,000  seen  in  hospital  emergency  rooms. 
About  14  percent  of  these  patients  have  no  health  insurance,  which 
translates  into  an  uncompensated  care  burden  of  greater  than  $200 
million. 

The  Chairman.  How  much  was  that? 

Mr.  Jessamy.  Two  hundred  and  two  million  dollars. 
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The  Chairman.  Two  hundred  million  dollars  for  all  the  hospi- 
tals? 

Mr.  Jessamy.  For  all  hospitals  in  aggregate. 

The  Chairman.  You  are  not  including  the  military  in  that? 

Mr.  Jessamy.  I  am  not  including  the  Federal  hospitals. 

The  Chairman.  What  are  the  gross  revenues  to  those  hospitals? 

Mr.  Jessamy.  The  gross  revenue  is  about  $1.8  billion. 

The  Chairman.  So  about  10  percent. 

Mr.  Jessamy.  Well,  13  percent  on  discharges;  yes. 

The  Chairman.  Thirteen? 

Mr.  Jessamy.  Yes;  13  percent  on  discharges. 

The  Chairman.  OK,  thank  you. 

Mr.  Jessamy.  What  is  frustrating  about  this  burden  is  that  al- 
though the  study  that  was  spoken  to  earlier  by  Mr.  Shiels,  we 
learned  that  about  38  percent  of  hospital  admissions  of  uninsured 
could  have  been  prevented  had  the  patients  received  timely  pri- 
mary care.  If  patients  can  be  guided  through  appropriate  incen- 
tives to  seek  care  early  in  an  illness  in  the  most  appropriate  set- 
ting, a  $5,000  hospital  stay  can  be  traded  for  a  $50  office  visit  and  a 
$20  prescription.  Real  savings  can  be  gained  by  this  change  in  de- 
livery of  care.  Without  it,  serious  cost  reductions  will  be  impossible. 

The  study  we  undertook  in  1988  brings  us  important  data  about 
the  hospitals  in  the  District  of  Columbia.  As  Mr.  Shiels  testified 
this  morning,  we  need  more.  However,  after  5  years,  the  additional 
data — we  had  some  updates  this  morning  relative  to  the  number  of 
uninsured  which  has  grown  from  14  percent  of  the  population  to  25 
percent  of  the  population  in  the  last  5  years,  and  if  14  percent  of 
our  discharges  are  uninsured,  that  means  that  the  additional  unin- 
sured people  are  either  not  seeking  care,  and  some  of  them  prob- 
ably do  need  care. 

DCHA  supports  efforts  to  expand  access  to  data  from  all  provid- 
ers, not  just  from  hospitals,  and  from  insurers.  The  availability  of 
data  from  many  sources  will  greatly  enhance  the  ability  of  policy- 
makers and  providers  to  formulate  health  policies  that  will  respond 
to  the  needs  of  the  community,  and  that  will  make  significant  im- 
provements in  the  health  status  of  every  individual. 

Thank  you  for  the  opportunity  to  participate  in  the  dialogue.  We 
have  submitted  additional  data  and  charts  to  staff  earlier. 

[The  prepared  statement  of  Mr.  Jessamy  follows:] 
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GOOD  MORNING.    MY  NAME  IS  HOWARD  T.  JESSAMY.    I  AM  THE  PRESIDENT  OF 
THE  DISTRICT  OF  COLUMBIA  HOSPITAL  ASSOCIATION.    WE  APPRECIATE  THE 
OPPORTUNITY  TO  DISCUSS  HEALTH  CARE  REFORM  AND  ITS  POTENTIAL  IMPACT 
ON  THE  HEALTH  CARE  DEUVERY  SYSTEM,  PARTICULARLY  REL^TIVE  TO  THE 
ROLE  OF  HOSPITALS  IN  THE  DISTRICT  OF  COLUMBIA 

THE  MEMBERS  OF  THE  DISTRICT  OF  COLUMBIA  HOSPITAL  ASSOCIATION 
RECOGNIZE  THE  NEED  FOR  A  BOLD  NEW  APPROACH  TO  DEUVERING  AND 
FINANCING  HEALTH  CARE  IN  AMERICA    IT  IS  IMPERATIVE  THAT  ANY  REFORM 
PROPOSAL  INCLUDE  SEVERAL  IMPORTANT  PRINCIPLES: 

•  UNIVERSAL  ACCESS  TO  BASIC  HEALTH  CARE  SERVICES  MUST  BE 
GUARANTEED  TO  EVERYONE.  REGARDLESS  OF  EMPLOYMENT  OR 
INCOME  STATUS;  IN  THE  DISTRICT,  THIS  TRANSLATES  TO 
COVERAGE  FOR  AN  ADDITIONAL  100,000  PEOPLE. 

•  A  VERTICALLY  INTEGRATED  DEUVERY  SYSTEM  MUST  BE 
DEVELOPED  SO  THAT  CARE  CAN  BE  PROVIDED  IN  THE  MOST 
APPROPRIATE  SETTING.  WHETHER  IT  IS  PRIMARY  CARE.  ACUTE 
CARE.  HOME  CARE,  LONG  TERM  CARE,  HOSPICE  CARE.  OR  OTHER 
TYPE  OF  SERVICE;  IN  THE  DISTRICT,  THE  HOSPITALS  - 
PARTICULARLY  THOSE  WITH  EMERGENCY  ROOMS  -  ARE  THE 
SAFETY  NET  FOR  PATIENTS  WHO  ARE  UNABLE  TO  ACCESS  OTHER 
LEVELS  OF  CARE. 

•  QUAUTY  CARE  MUST  BE  THE  DRIVING  FORCE  IN  THE  HEALTH  CARE 
SYSTEM.    THAT  IS.  CARE  MUST  BE  EFFECTIVELY  MANAGED  AND 
COORDINATED  TO  MEET  THE  NEEDS  OF  THE  PATIENT.    THE 
HEALTH  SYSTEM  MUST  BE  COMMUNITY-BASED  AND  WELL 
PLANNED  WITH  THE  GOAL  OF  IMPROVING  THE  HEALTH  STATUS  OF 
THE  COMMUNITY.    THIS  IS  NECESSARY  IN  ORDER  TO  ACHIEVE 
QUAUTY  CARE  AT  ALL  LEVELS. 
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•  REIMBURSEMENT  MUST  BE  DESIGNED  TO  PROMOTE  COST- 
EFFICIENT  CARE.   AT  PRESENT,  THE  HEALTH  CARE  SYSTEM  IN  THE 
DISTRICT  (AND  ACROSS  THE  COUNTRY)  IS  FILLED  WITH 
CONFUCTING  INCENTIVES  FOR  HOSPITALS,  PHYSICIANS  AND 
OTHER  PROVIDERS.    THE  PAYMENT  SYSTEM  MUST  ENCOURAGE 

x  PROVIDERS  TO  WORK  TOGETHER  TO  CUT  COSTS. 

•  WITH  REGARD  TO  RELATED  AREAS,  LAWS  MUST  BE  AMENDED  TO 
REMOVE  IMPEDIMENTS  TO  THE  EFFICIENT  USE  OF  RESOURCES. 
THIS  SHOULD  INCLUDE  MEDICAL  MALPRACTICE  UABIUTY  REFORM 
AND  CHANGES  TO  ANTI-TRUST  LAWS. 

D.C.  HOSPITALS  DISCHARGE  SOME  200,000  PATIENTS  EACH  YEAR,  WITH  AN 
ADDITIONAL  500,000  SEEN  IN  HOSPITAL  EMERGENCY  ROOMS.    ABOUT  14 
PERCENT  OF  THESE  PATIENTS  HAVE  NO  HEALTH  INSURANCE.  WHICH 
TRANSLATES  INTO  A  $201  MILUON  BURDEN  OF  THE  COSTS  OF  CARING  FOR 
THESE  INDIVIDUALS. 

WHAT  IS  FRUSTRATING  ABOUT  THIS  BURDEN  IS  THAT.  THROUGH  A  DCHA- 
COMMISSIONED  STUDY  IN  1988,  WE  LEARNED  THAT  ABOUT  38  PERCENT  OF 
HOSPITAL  ADMISSIONS  OF  UNINSURED  PATIENTS  COULD  HAVE  BEEN 
PREVENTED  HAD  THE  PATIENTS  RECEIVED  TIMELY  PRIMARY  CARE.    IF 
PATIENTS  CAN  BE  GUIDED  THROUGH  APPROPRIATE  INCENTIVES  TO  SEEK  CARE 
EARLY  IN  AN  ILLNESS  IN  THE  MOST  APPROPRIATE  SETTING.  THE  $5000 
HOSPITAL  STAY  CAN  BE  TRADED  FOR  A  $50  OFFICE  VISIT  AND  A  $20 
PRESCRIPTION.    REAL  SAVINGS  CAN  BE  GAINED  BY  THIS  CHANGE  IN  THE 
DEUVERY  OF  CARE;  WITHOUT  IT,  SERIOUS  COST  REDUCTIONS  WILL  BE 
IMPOSSIBLE. 

THE  STUDY  WE  UNDERTOOK  IN  1988  BROUGHT  US  IMPORTANT  DATA  ABOUT 
THE  HOSPITALS  IN  THE  DISTRICT  OF  COLUMBIA.    HOWEVER.  THAT  WAS  FIVE 
YEARS  AGO,  AND  MORE  DATA  IS  NEEDED  IF  WE  ARE  TO  DETERMINE  HOW  BEST 
TO  REFORM  THE  HEALTH  CARE  SYSTEM.    DOHA  SUPPORTS  EFFORTS  TO 
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EXPAND  ACCESS  TO  DATA  FROM  ALL  PROVIDERS  (NOT  JUST  HOSPITALS)  AND 
FROM  INSURERS.    THE  AVAILABIUTY  OF  DATA  FROM  MANY  SOURCES  WILL 
GREATLY  ENHANCE  THE  ABiUTY  OF  POUCY-MAKERS  AND  PROVIDERS  TO 
FORMULATE  HEALTH  POUCIES  THAT  WILL  RESPOND  TO  THE  NEEDS  OF  THE 
COMMUNITY  AND  THAT  WILL  MAKE  SIGNIFICANT  IMPROVEMENTS  IN  THE 
HEALTH  STATUS  OF  EVERY  INDIVIDUAL 

THANK  YOU  FOR  THIS  OPPORTUNITY  TO  PARTICIPATE  IN  THE  DIALOGUE  ON 
HEALTH  CARE  REFORM. 
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The  Chairman.  Thank  you  very  much. 
Mr.  Green. 

STATEMENT  OF  JOHN  GREEN 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

I  am  here  today  representing  the  Washington  Hospital  Center, 
which  is  the  flagship  institution  of  the  Medlantic  Healthcare 
Group.  It  is  the  District's  largest  hospital  as  well  as  the  largest  hos- 
pital in  the  region. 

The  Chairman.  How  big  is  it? 

Mr.  Green.  Nine  hundred  and  seven  beds;  34,000  admissions,  em- 
ploying close  to  5,000  individuals.  In  addition,  as  parts  of  our 
system  we  also  have  the  National  Rehabilitation  Hospital,  which  is 
a  160-bed  national  rehab  hospital,  which  serves  the  region  as  well, 
as  well  as  two  nursing  homes,  and  ambulatory  surgery  center  in 
downtown  Washington,  and  also  two  long-term  care  facilities. 

We  have  reviewed  the  various  health  reform  options  before  the 
public  and  before  the  Congress,  and  I  would  like  to  simply  share 
with  you,  Mr.  Chairman,  the  most  important  points  for  us  as  a 
major  provider  of  care. 

First  is  the  geographic  concern.  Right  now,  approximately  45  per- 
cent of  the  patients  admitted  to  the  Washington  Hospital  Center 
come  from  the  region  as  a  whole,  encompassing  both  Virginia  and 
Maryland.  The  same  applies  to  the  National  Rehabilitation  Hospi- 
tal, which  is  our  rehabilitation  hospital. 

As  a  result,  as  the  reform  thinkers  begin  to  focus  on  the  issue  of 
health  insurance  purchasing  cooperatives  or  health  plans  to  pro- 
vide care,  the  role  that  we  play  at  the  Washington  Hospital  Center 
as  a  regional  tertiary  care  facility  and  also  a  teaching  institution 
training  approximately  200  residents  a  year  suggests  to  us  that  it  is 
very  important  that  the  area  that  we  serve  not  just  be  the  District 
of  Columbia.  We  could  not  support  the  cost  base  associated  with 
being  a  tertiary  care  center  and  also  a  training  center  on  the  base 
of  patients  from  the  District  alone,  particularly  when  you  look  at 
the  payer  mix  for  District  patients. 

The  second  issue,  universal  coverage.  Again,  with  25  percent  of 
the  District's  residents  being  uninsured  and  a  significant  number 
underinsured,  we  believe  that  an  important  component  of  any 
reform  plan  must  be  universal  coverage.  That  will  allow  us  to  con- 
tinue to  provide  the  care  that  we  provide  now  but  will  also  give  us 
the  ability  to  reinvest  in  the  institution  that  we  own. 

The  third  issue  for  us  will  be  a  question  of  rates.  We  take  it  as  a 
given  that  there  will  be  an  expectation  that  we  be  extremely  cost 
effective,  but  we  also  believe  that  it  must  be  important  that  we  be 
reimbursed  at  a  reasonable  rate  so  that  we  can  provide  high-qual- 
ity care  while  at  the  same  time  be  able  to  reinvest  in  the  institu- 
tion, and  certainly  a  major  tertiary  care  institution  requires  ongo- 
ing investment. 

The  final  point  I  would  like  to  make  is  that  for  some  time  we 
have  worked  very  hard  in  an  attempt  to  build  a  health  care 
system.  We  would  hope  that  health  care  reform  will  take  into  con- 
sideration institutions  that  have  tried  to  build  a  health  care  system 
and  that  there  will  be  incentives  made  available  so  that  we  have  a 
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desire  and  a  will  to  see  that  patients  are  treated  in  the  most  appro- 
priate setting  and  also  that  there  are  incentives  for  us  to  link  with 
other  providers  to  provide  a  broad-based  array  of  services. 

Those  conclude  my  comments,  and  I  will  certainly  respond  to 
any  questions  that  you  might  have. 

The  Chairman.  Thank  you  very  much. 

Mr.  McQueeney. 

STATEMENT  OF  HENRY  L.  McQUEENEY 

Mr.  McQueeney.  Thank  you,  Mr.  Chairman.  I  am  pleased  and 
honored  to  present  my  views  on  the  impact  of  health  care  reform 
on  the  District  of  Columbia. 

I  represent  Georgetown  University  and  its  medical  center.  That 
university  has  served  the  citizens  of  the  District  and,  in  fact,  of  the 
Nation  for  over  200  years. 

The  problems  with  the  current  health  care  system  are  well 
known  to  you  and  to  the  country.  The  matter  of  the  uninsured  pop- 
ulation cries  out  for  solution.  The  continued  rise  in  health  care  ex- 
penditures is  increasingly  alarming  and  becoming  more  and  more 
politically  unacceptable,  and  the  almost  total  dedication  of  health 
care  resources  for  the  acute  care  setting,  particularly  toward  the 
end  of  a  person's  life,  needs  to  be  redirected  toward  earlier  stages 
of  life  and  into  more  preventive  care. 

The  task  before  Congress  and,  in  fact,  the  country  is  extraordi- 
narily important  and  complex.  May  I  suggest  three  points  as  you 
go  forward  in  your  deliberations.  The  economic  incentives  to  re- 
strain costs  and  to  enhance  quality  of  care  need  to  be  applied  in 
the  same  direction  for  all  providers  and,  in  fact,  for  patients.  In  my 
view,  this  is  currently  not  the  case  in  the  existing  medicare  pro- 
gram. 

Second — and  this  point  was  spoken  to  a  moment  ago  by  Mr. 
Green — no  health  care  reform  program  should  restrict  or  discour- 
age patients  from  other  jurisdictions  in  receiving  their  care  at  Dis- 
trict hospitals — that  is  to  say,  patients  from  Virginia  or  Maryland 
or  elsewhere — and  this  fear  that  we  have  obtains  also  in  other 
urban  areas,  multijurisdictional  areas. 

Finally,  Georgetown  University  Medical  Center  as  well  as  other 
teaching  hospitals  within  the  District  and  within  the  Nation  has  a 
primary  role  of  educating  students  and  practitioners  in  training. 
Any  redesign  of  the  existing  health  care  system  should  take  into 
account  the  responsibility  which  those  institutions  have  in  the  edu- 
cation of  health  care  providers  for  future  generations. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  McQueeney  with  attachment  fol- 
lows:] 
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statement  of  Henry  L.  McQueeney,  Jr. 
to  the  Committee  on  the  District  of  Columbia 


I  am  pleased  and  honored  to  present  my  views  on  the  impact 
of  health  care  reform  on  the  District  of  Columbia.   I  represent 
Georgetown  University  and  its  Medical  Center.   The  University 
has  served  the  citizens  of  the  District  and  of  the  Nation  for 
over  200  years.   It  is  in  the  context  of  that  history  that  I 
appear  before  you. 

The  problems  with  the  current  health  care  system  are  well 
known  to  you  and  to  the  country.   The  matter  of  the  uninsured 
population  cries  out  for  a  solution.   The  continued  rise  in 
health  care  expenditures  is  increasingly  alarming  and  becoming 
more  and  more  politically  unacceptable.   The  almost  total 
dedication  of  scarce  health  care  resources  in  the  acute  care 
setting,  particularly  toward  the  end  of  the  person's  life,  needs 
to  be  redirected  toward  the  earlier  stages  of  life  and  into  more 
preventive  care. 

The  task  before  you  is  extraordinarily  important  and 
complex.   I  would  suggest  the  following  3  points  as  you  go 
forward  in  your  deliberations: 

o    The  economic  incentives  to  restrain  costs  and  to 

enhance  quality  of  care  need  to  be  applied  equally  in 
the  same  direction  for  all  providers  and  for  patients 
(this  is  currently  not  the  case  in  the  existing 
Medicare  Program) . 

o    No  health  care  reform  program  should  restrict  or 
discourage  patients  from  other  jurisdictions  in 
receiving  their  care  at  District  Hospitals. 

o     Georgetown  University,  as  well  as  other  teaching 

hospitals  within  the  District  and  within  the  Nation, 
have  a  primary  role  of  educating  students  and 
physicians  in  training.   Any  redesign  of  the  health 
care  delivery  system  should  take  into  account  the 
responsibility  which  those  institutions  have  in  the 
education  of  health  care  providers  for  future 
generations. 

Thank  you  very  much  for  the  opportunity  to  appear  before 
you. 
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G«orjctaivn  Universitj'  Hoapiu] 


August    11,    1993 

The  Honorable  Fortney  Pete  Stark 
United  States  House  cf  Representatives 
Chairman,  Cononittee  en  the  District  of  Columbia 
Rooa  1310  Longworth  House  Office  Building 
Washington,  DC  20515 

Dear  Mr.  Chairman: 

This  is  a  follow-up  to  my  testimony  of  April  19,  1993  to 
your  committee  on  the  District  of  Columbia.   The  issue  at  hand  is 
the  amount  of  reduction  from  our  current  charge  structure  if 
there  were  a  single  payor  system  and  if  there  were  no  bad  debt  or 
charity  obligations. 

Assuming  single  payor  rate,  Georgetown  would  be  able  to 
reduce  its  current  charges  by  approximately  35%  given  the 
following  assumptions: 

o  No  uncompensated  care 

o  No  charity  obligation 

o  No  bad  debt 

o  No  change  in  the  malpractice  situation. 

Thank  you  again  for  the  opportunity  for  Georgetown 
University  Medical  center  to  present  its  views  on  this  very 
important  public  policy  issue. 


Sincerel 


Henry  L.  McQueeney,  Jr. 
Senior  Associate  Administ^rator 
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The  Chairman.  Thank  you. 

I  am  going  to  ask  you  later — and  it  will  probably  take  more  time 
than  we  have — to  tell  me  what  is  wrong  with  medicare,  but  we  will 
get  to  that  a  little  later. 

Mr.  Brown. 

STATEMENT  OF  DAVID  BROWN 

Mr.  Brown.  Good  afternoon,  and  thank  you  for  the  opportunity 
to  participate. 

I  would  like  to  reference  my  remarks  not  so  much  as  a  hospital 
administrator  but  more  from  the  perspective  of  a  hospital  that  has 
been  involved  in  many  of  the  aspects  that  I  read  about  in  terms  of 
the  future  of  health  care — that  is,  as  a  hospital  with  a  large  group 
of  contractor  physicians  which  has  over  5  years  of  experience  ac- 
cepting full  capitation  and  taking  full  risk  on  behalf  of  it. 

First,  a  large  Washington  area 

The  Chairman.  Excuse  me.  Your  hospital  is  the  risk  taker? 

Mr.  Brown.  That  is  correct.  Actually,  I  should  say  a  subsidiary 
of  the  holding  company  of  the  hospital. 

The  Chairman.  OK. 

Mr.  Brown.  More  recently,  over  the  past  3  years,  in  a  joint  ven- 
ture with  a  large  mid-Atlantic  area  health  insurer.  I  think  it  is 
that  experience  that  has  given  us  a  perspective  on  the  future  of 
health  care  reform  and  causes  us,  frankly,  some  concern  and  also 
has  allowed  us  to  experience  some  opportunities. 

By  the  experience,  I  say  that  this  health  care  system,  Greater 
Southeast,  has  been  fully  involved  in  processing  claims  for  pay- 
ment, developing  physician  and  other  provider  networks,  managing 
risk  pools,  and  making  the  payments  attendant  thereto,  developing 
and  negotiating  fee  schedules,  referencing  the  Blue  Cross  com- 
ments earlier,  selecting  from  its  own  medical  staff  a  subset  of  those 
physicians  who  are  eligible  to  participate  in  its  very  own  health 
care  plan,  and  basically  has  taken  over  the  last  3  years  the  risk  for 
about  5,000  lives,  and  what  I  would  like  to  report  to  you  is  what 
have  we  found,  how  has  it  been,  and  what  can  we  learn  in  terms  of 
where  you  move  in  the  future. 

Frankly,  it  has  been  very  difficult.  Located  where  we  are,  literal- 
ly on  the  Maryland  border,  with  hospitals  that  enjoy — and  I  will 
speak  to  later  the  question  you  asked  relative  to  the  cost  review 
commission  of  Maryland — but  hospitals,  frankly,  that  enjoy  very 
low  per  diems,  which  of  course  are  then  debited  from  risk  pools 
which  of  course  give  primary  care  physicians  the  incentive  to  use 
Maryland  days,  if  you  will,  for  what  we  call  the  direct,  nonemer- 
gency types  of  patients,  and  perhaps  use  a  larger,  more  tertiary 
care  hospital  like  Greater  Southeast  for  patients  when  they  per- 
haps get  in  trouble. 

We  have  found  it  difficult,  if  you  will,  in  terms  of  how  many  lives 
do  you  need  to  actually  have  an  acceptable  base  to  cover  your  risk. 
Two  months  into  our  experience,  one  drunken  driver  hitting  a  tree 
costs  $100,000  as  a  result  of  a  helicopter  flight  to  our  shock/trauma 
in  Baltimore. 

Experience  in  terms  of  primary  care — and  you  have  already 
heard  in  terms  of  ward  8  what  is  needed  in  terms  of  the  future  for 
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primary  care  is  obviously  more  family  practitioners,  and  we  have 
learned  that  when  you  have  very  few  primary  care  physicians  par- 
ticipating in  these  plans,  their  plans  very  quickly  become  full,  very 
quickly  they  close  them,  and  therefore  the  perception  among  the 
public  is,  you  no  longer  have  capability  and  capacity.  What  you 
really  need,  of  course,  is  more  physicians. 

It  is  our  experience  that  while  you,  in  fact,  may  be  a  primary 
care  physician,  the  incentives  depend  upon  your  training,  and  the 
degree  of  subspecialization  may  not  make  you  an  appropriate 
player  in  the  managed  care  market.  By  that  I  mean  50-  to  55-year- 
old  internists  who  have  practiced  fee-for-service  medicine  all  their 
careers  may  not  be  incentivized  to  all  of  a  sudden  accept  capitation 
and  begin  to  refer  patients  to  designated  specialists  and  to  under- 
stand that  the  payments  for  those  specialists  will  be  coming  out  of 
global  fees.  We  have  had  much  more  success  with  recruiting  young 
physicians  out  of  school  where,  albeit,  the  training  has  been  limit- 
ed in  terms  of  exposure  to  primary  care,  at  least  some  of  the  con- 
cepts of  utilization  review  and  cost  effective  medicine  may  have,  in 
fact,  been  taught. 

We,  in  fact,  as  a  result  of  this  experience,  are  looking  now  to 
change  our  risk-bearing  relationship  with  those  payers  to  try  to 
more  equitably  share  the  risk  in  the  future  until  more  lives  can  be 
brought  on  line,  if  you  will,  into  the  system. 

Our  caution  would  be  that  you  need  to  make  sure  that  some  of 
the  out-of-plan  arrangements  are  taken  care  of,  the  playing  field  is 
even  in  terms  of  Maryland  rates  and  the  District's  rates,  and  I 
would  concur  with  both  hospital  administrators  before  me  that  the 
idea  of  regionalization  is  especially  important  in  this  marketplace 
given  three  distinctly  different  markets. 

You  asked  two  questions  or  you  asked  more  than  two,  but  the 
two  I  would  like  to  answer  for  you  today  are  in  terms  of  capacity 
and  the  effect  of  the  Maryland  Cost  Review  Commission.  Greater 
Southeast  is  licensed  for  495  beds  and  basinettes.  This  morning,  we 
had  operating,  for  a  variety  of  different  reasons,  410.  Of  those  410, 
80  percent  were  occupied.  That  is,  we  had  a  morning  census  of 
about  325. 

In  terms  of  the  impact  of  the  Cost  Review  Commission,  we  are 
fortunate,  as  Mr.  Green  is,  to  be  a  health  care  system.  That  is,  we 
have  other  facilities  besides  Greater  Southeast,  one  of  which  is  a 
small,  33-bed  hospital  in  the  affluent  Fort  Washington  suburb  of 
Prince  Georges  County.  You  may  ask  yourself,  how  can  a  33-bed 
hospital  survive  in  today's  environment?  Well,  this  virtually  brand 
new  hospital,  which  has  an  average  daily  census  of  about  65  per- 
cent, has  an  ambulatory  surgery  load  that  is  booked  for  the  next 
month,  and  because  of  its  location,  because  of  the  rate  structure 
that  has  been  approved  by  the  Cost  Review  Commission  in  Mary- 
land and  by  its  ability  to  recover  its  approximately  6  percent  un- 
compensated care  load  through  that  structure,  we  in  fact  are  able 
to  operate  a  break-even  facility  which  in  fact  serves  as  a  referral 
hospital  to  the  larger  flagship  hospital  in  Washington. 

So  our  experience  has  been — and  I  recount  the  story  only  be- 
cause this  week  we  are  going  into  the  public  bond  market,  and  we 
are  going  to  sell  $50  million  worth  of  bonds  on  Wednesday.  The 
number  one  question  asked  by  both  Fitch  and  Moody's,  the  rating 
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agencies  out  of  New  York,  was:  How  would  your  reaction  be  if 
Southern  Avenue  were  behind  the  hospital  and  you  were  in  Prince 
Georges  County?  Our  response  to  both  agencies  was:  We  would,  as 
health  care  administrators,  have  a  much  easier  time  making  the 
system  work  for  the  benefit  of  our  physicians  and  our  consumers 
than  it  is  currently,  given  the  system  that  we  have. 

Thank  you. 

The  Chairman.  So  you,  in  effect,  are  saying  you  could  live  com- 
fortably with  Maryland  rates  and  the  Maryland  structure. 

Mr.  Brown.  Understanding  how  Maryland  rates  are  established, 
what  we  would  expect  our  Maryland  rates  to  be. 

The  Chairman.  Mr.  Green  and  Mr.  McQueeney,  have  you  ever 
thought  about  that?  How  would  you  guys  survive  if  you  suddenly 
were  part — this  is  not  a  Statehood  issue  I  am  talking  about — but  if 
you  suddenly  had  the  Maryland  system,  would  you  be  comfortable 
with  that? 

Mr.  Green.  As  one  who  has  had  some  experience  with  the  Mary- 
land system — I  was  deputy  secretary  of  health  for  the  State  of 
Maryland,  and  part  of  my  responsibilities  was  oversight  of  the 
planning  agency  and  the  rate-setting  commission. 

The  Chairman.  So  you  have  to  think  it  is  good,  right? 

Mr.  Green.  I  think  that  there  are  certainly  some  positive  things 
about  the  Maryland  system,  but  I  also  think  that  the  Maryland 
system  has  not  achieved  the  overall  restructuring  of  the  health 
care  system  that  is  necessary.  There  has  been  very  little  competi- 
tiveness between  the  institutions,  and  the  State  never  has  been 
able  to  really  address  the  issue  of  a  strong  ^jnphasis  on  primary 
care,  and  it  has  had  its  own  problems  in  terms  of  an  exploding 
medicaid  budget  that  has  grown  from  about  a  billion  dollars  in 
1983  when  I  was  there  to  $2  billion  now,  and  enrollment  has  gone 
up,  and,  as  a  matter  of  fact,  if  they  are  not  able  to  constrain  the 
growth  in  the  medicaid  budget  they  may  very  well  be  putting  in 
jeopardy  the  overall  rate-setting  commission. 

So,  I  think  there  are  some  positives  about  the  Maryland 

The  Chairman.  I  will  spot  you  those,  but  I  must  say,  I  have  to 
admire  the  fact  that  they  come  in  with  a  lower  percentage  increase 
in  costs.  They  have  Johns  Hopkins  which,  according  to  U.S. 
News — I  won't  make  those  pronouncements — is  one  of  the  better 
institutions  in  the  country.  They  operate  in  some  pretty  rural 
areas,  and  they  are  doing  better  than  any  other  price-controlled 
system  as  broad.  I  mean  for  better  or  for  worse  they  have  a  way  to 
allocate  capital. 

I  really  do  not  have  any  way  of  knowing  how  their  MRI  per 
capita  goes,  but  I  will  bet  it  is  more  reasonable  than  Los  Angeles 
County  by  a  long  shot.  I  mean  it  is  theirs;  we  do  not  have  to  run  it 
in  a  sense,  which  gives  me  some  comfort. 

Mr.  McQueeney.  I  think,  Mr.  Stark,  that  our  experience  is  less 
than  John's  with  Maryland,  but  our  impression  is  that  it  does  ad- 
dress some  of  the  system  issues — for  instance,  the  fair  share  of 
charity  care  and  uncompensated  care,  which  I  think  is  adequately, 
properly  addressed. 

I  think  on  the  negative  side,  our  view  is  that  a  system  such  as 
that  tends  to  stabilize  and  create  a  certain  amount  of  inertia.  That 
might  be  an  unfair  characterization. 


138 

The  Chairman.  If  we  just  suggested  to  Howard,  while  we  are 
here  why  don't  we  just  pass  a  law  and  say  let's  get  the  Maryland 
regulations,  and  we  will  hit  the  gavel  and  vote  them  in  today,  and 
you  guys  can  all  operate  as — you  have  the  board  right  here. 

Mr.  Jessamy.  But  that  would  not  be  called  reform.  It  would  help 
preserve  the  franchise,  and  as  a  person  who  has  operated  a  hospi- 
tal in  Maryland  in  the  past,  I  loved  the  system  when  I  was  operat- 
ing a  hospital  there  because  you  could  not  technically  go  out  of 
business,  regardless  of  what  your  costs  are,  you  would  just  be  pe- 
nalized and  it  would  be  taken  out  of  rate. 

The  Chairman.  But,  on  average,  they  still  go  up  in  cost  less 
than 

Mr.  Jessamy.  Than  the  national  average. 

The  Chairman.  Right. 

Mr.  Jessamy.  But  so  do  the  costs  in  the  State  of  Minnesota. 

The  Chairman.  Yes;  but  if  you  come  from  California,  which  is  an 
embarrassment — you  know,  we  are  running  50  percent  occupied, 
and  we  are  building  hospitals  chock-a-block.  The  lower  the  occu- 
pancy, the  more  these  guys  come  in  and  build.  We  probably  have 
more  MRI's — seriously — in  Los  Angeles  County  than  you  guys  have 
in  this  whole  corridor,  and  there  is  no  control  there. 

Mr.  Green.  I  would  just  say,  Mr.  Chairman,  certainly  we  would 
be  delighted  if  we  got  all  the  bad  debt  and  charity  covered  in  terms 
of  the  way  that  is  done  in  Maryland,  but  I  am  also  trying  to  look  at 
this  above  and  beyond  just  the  needs  of  the  institutions. 

The  Chairman.  OK,  I  hear  you  there,  and  I  recognize  that  Mary- 
land has  now  just  moved  into  dealing  with  the  doctors,  which  may 
be  more  their  concern,  and  that  may  not  be  as  successful  as  they 
have  been. 

Let  me  ask  each  of  you  if  you  know  this.  We  heard  the  13  per- 
cent uncompensated,  and  I  presume  that  is  uncompensated  and 
charity. 

Mr.  Jessamy.  Right.  It  is  bad  debt  and  charity — let  me  correct 
that.  It  was  13  percent  in  1990/1991.  It  is  about  11.6  percent. 

The  Chairman.  Where  would  each  of  you  three  put  your  hospi- 
tals on  medicare  reimbursement?  Are  we  paying  you  90  percent;  80 
percent;  95  percent?  Mr.  McQueeney  complained  about  medicare.  I 
presume  it  is  only  that  we  are  not  paying  you  enough. 

Mr.  McQueeney.  No,  sir.  It  is  the  design  of  the  system. 

Let  me  speak  directly  to  the  prospective  payment  system,  the 
portion  of  which  we  are  most  familiar  with.  I  think  it  is  a  well 
thought  out  and  simple  and  well  founded  methodology.  The  diffi- 
culty that  I  was  speaking  to  was  that  the  medical  staff  does  not  op- 
erate under  the  same  kinds  of  incentives  that  the  hospitals  do,  and 
my  only  point  was  that  in  future  legislation  that  issue,  going  in  the 
same  direction  incentive-wise,  ought  to  be 

The  Chairman.  I  guess  my  question  to  you  is,  just  because  in  our 
other  committee  we  think  of  ourselves  as  the  board  of  directors  of 
medicare,  if  we  paid  you  the  medicare  rate  for  everybody  who  came 
through  the  door,  could  you  survive? 

Mr.  McQueeney.  No. 

The  Chairman.  No.  If  we  upped  medicaid,  no  more  uncompensat- 
ed, no  more  charity,  how  flat  would  you  be? 
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Mr.  McQuEENEY.  Right  now,  we  feel  we  get  reimbursed  about  80 
percent  of  our  legitimate  costs. 

The  Chairman.  Those  costs  include  uncompensated  and  charity 
cases. 

Mr.  McQuEENEY.  That  is  correct.  So  I  could  not  give  you  an 
answer,  but  I  think  that  we  would  be  comfortable  with  the  method- 
ology of  the  prospective  payment  system  and  that  there  would  need 
to  be 

The  Chairman.  Could  you  get  those  numbers? 

Mr.  McQuEENEY.  Yes;  we  could. 

The  Chairman.  One  of  the  reasons  that  I  think  hospitals  do  not 
like  it,  but  one  of  the  joys  is,  if  you  were  in  California  I  would  have 
those  numbers  because  the  California  Hospital  Association  reports 
to  us  on  all  revenue  and  all  costs.  I  have  heard  from  hospitals  for 
so  long  how  they  are  going  to  go  broke  next  year,  and  this  is  tough 
to  do  in  California  when  you,  as  some  of  them,  are  cutting  a  fairly 
fat  financial  statement  with  50  percent  occupancy;  that  is  a  little 
tougher  to  do. 

I  sometimes  think  that,  on  average,  if  we  did  pay  everybody  the 
medicare — I  have  been  led  to  believe  that  we  pay  pretty  close  to  90 
percent  nationwide.  Now  that  has  nothing  to  do  with  teaching  hos- 
pitals, which  may  have  some  real  problems  with  that.  But,  in  a 
sense,  if  we  picked  up  all  the  uncompensated  and,  in  fact,  if  you 
clock  in  the  overhead  saving  on  a  single  payer  system,  then  I  bet 
you  would  make  it.  Well,  we  will  come  back  to  that.  But  I  would 
really  love  it  if  you  would  think  about  that  some  time. 

Could  you  lay  off  one  employee  for  every  two  beds  if  you  had 
no — I  mean  if  you  did  not  have  a  bookkeeping  department  basical- 
ly, you  just  had  a  DRG  department,  and  you  had  one  payer,  and 
you  got  paid  the  medicare  rate,  no  more  medicaid,  no  more  uncom- 
pensated, no  more  charity — how  that  would  clock  out?  Because 
those  are  the  only  numbers  we  know.  In  all  these  other  plans  we 
are  picking  numbers  off  some  imaginary  skyline,  and  we  can't  get 
to  a  cost  thing. 

I  hate  to  keep  harping  back  on  it,  but  those  are  numbers  I  know, 
they  are  certainly  numbers  all  of  you  know,  and  that  at  least 
would  get  us  to  some  kind  of  an  idea. 

What  does  that  do  for  you,  Mr.  Brown? 

Mr.  Brown.  I  do  not  have  the  number  right  off  the  top  of  my 
head.  I  know  that  we  would  agree  that  if  there  were  capital  includ- 
ed, if  the  rate  was  reasonable,  we  would  look  toward  moving 
toward  that  kind  of  a  system  and  could  be  comfortable.  I  would  be 
happy  to  have  my  staff  get  that  number  to  your  committee. 

The  Chairman.  OK. 

[The  information  follows:] 
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The  Chairman.  I  wanted  to  come  to  Greater  Southeast  for  a 
minute  on  your  capitated  system.  You  have  just  one  system? 

Mr.  Brown.  We  have  an  IPA  that  has  a  joint  venture  with  the 
hospital  corps. 

The  Chairman.  Where  do  you  put  the  primary  care  doctor  at 
risk  in  that?  Is  there  a  dollar  amount  or  can  you  explain  that  to 
me  just  briefly? 

Mr.  Brown.  Sure.  Basically,  he  gets  a  global  capitation  per 
member  per  month.  If  you  subtract  laboratory  on  a  composite 
basis,  that  would  be  $13.50.  From  that,  he  is  to  provide  all  immuni- 
zations and  other  hospital,  office-based,  and  ambulatory  care. 

We  also  then  put  aside,  if  you  will,  as  I  know  you  have  experi- 
ence in  California,  doing  a  percentage  of  that,  which  we  call  with- 
hold. From  that  withhold  and  from  what  we  define  to  be  a  special- 
ty pool,  we  are  responsible  for  all  specialty  claims,  emergency 
visits,  in  plan,  out  of  plan,  in  area,  out  of  area,  and  then  we  are  the 
insurer.  Because  of  a  ruling  by  the  commissioner  of  insurance  in 
Maryland,  the  insurance  company  holds  for  the  hospital  a  separate 
hospital  pool  from  which  also  the  primary  care  physician  is  at  risk 
in  that  as  claims  for  hospitalization  are  paid  out  of  that  pool. 

The  Chairman.  So,  if  I  am  a  primary-care  doctor,  I  am  not  at 
risk  of  getting  hit  for  $20,000  or  $30,000  out  of  pocket  if  I  get  a 
clinker. 

Mr.  Brown.  No.  You  are  at  risk  for  not  having  your  withhold  re- 
turned. 

The  Chairman.  My  withhold  is  the  risk. 

Mr.  Brown.  Exactly.  Also  you  are  at  risk  for  not  getting  any 
kind  of  a  bonus  if  the  plan  would  be  successful. 

The  Chairman.  So,  I  am  comfortable  with  that.  But  you  do  have 
to  go  outside  then.  You  have  to  insure,  you  cannot  self-insure. 

Mr.  Brown.  Basically,  we  have  reinsurance  per  subscriber  per 
year  over  a  certain  amount. 

The  Chairman.  Do  you  feel  that  is  because  of  the  financial  risk 
or  is  that  because  of  Maryland's  laws?  Would  you  go  naked  on  that 
if  you  could? 

Mr.  Brown.  No.  In  fact,  we  have  a  separate  plan  where  all  of  our 
hospital  employees  are  in  a  fully  managed  at-risk  pool,  which  we 
buy  out  of  California,  reinsurance,  ourselves  in  the  amount  of 
$75,000  per  member  per  year. 

The  Chairman.  You  operate  principally  in  the  area  of  wards  7 
and  8,  where  we  have  the  large  population  that  we  think  is  medic- 
aid potential. 

Mr.  Brown.  Correct.  We  have  the  same  experience  as  Mr.  Green; 
50  percent  of  our  patients  come  from  Prince  Georges  County;  50 
percent  come  from  wards,  mostly  8  and  also  7. 

The  Chairman.  How  many  could  you  take  into  your  program,  as- 
suming that  you  would  gear  up?  I  guess  I  would  ask  both  of  you 
this.  We  are  looking  at,  in  the  discussion  this  morning,  55,000.  I 
think  that  you  cannot,  in  my  book  at  least,  and  I  have  no  authority 
on  this,  but  I  do  not  know  that  you  can  only  take  AFDC  and  leave 
the  SSI  folks  out  there  to  fill  up  the  emergency  rooms.  That  some- 
how sounds  to  me  like  cherry  picking  in  a  financial  sense — take 
the  lowest  cost  folks  first.  But  even  that,  picking  up  55,000,  say 
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40,000  of  which  are  going  to  be  in  your  neighborhood,  could  you 
each  take  20,000  over  the  next  year  or  so? 

Mr.  Green.  Are  you  talking  about  the  Washington  Hospital 
Center? 

The  Chairman.  Yes.  Or  could  you  take  20,000  and  could  Mr. 
Brown  take  20,000? 

Mr.  Green.  I  am  not  sure  that  we  quite  have  yet  a  mechanism  in 
place  that  would  allow  us  to  provide  a  managed  care  arrangement 
for  the  population.  I  think  we  may  get  there  over  the  next  year  or 
year  and  a  half  because  we  are  beginning  to  talk  with  our  physi- 
cians about  a  relationship  between  the  private  attending  medical 
staff  and  the  institution.  If  that  should  occur,  I  think  we  might  be 
in  a  position  to  assume  some  of  that. 

The  Chairman.  But  you  would  get  into  the  deal  mostly  contract- 
ing with  your  doctors,  who  might  very  well  end  up  being  under  one 
of  these  other  plans.  They  might  be  an  IPA  doctor. 

Mr.  Green.  As  a  matter  of  fact,  Mr.  Chairman,  Dr.  Bowles  who 
was  here  with  Chartered  Health  Plan — we  have  a  major  contract 
with  them.  There  are  some  physicians  who  are  aligned  with  us  who 
are  in  Chartered  Health  Plan.  So,  in  effect,  that  would  probably 
early  on,  based  on  the  time  line  Mr.  Coronado  laid  out  of  August  in 
terms  of  trying  to  begin — or  later  this  year,  pull  it  together,  the 
major  role  for  us  would  be  as  a  contractor. 

The  Chairman.  But  in  your  case,  you  are  an  integrated  plan  in  a 
sense,  so  you  would  be  bidding  directly.  You  kind  of  got  a  hint  of 
what  they  are  talking  about  offering.  Maybe  you  are  in  those  nego- 
tiations now.  How  many  people  could  you  take,  would  you  guess? 
What  is  a  bite  size  for  your  capital  structure? 

Mr.  Brown.  We  have  talked  with  one  of  the  HMO's  that  he 
listed  about  the  possibility  of  taking  5,000  initially,  with  our  own 
board  of  directors,  of  this  PHO  I  call  it,  talked  with  our  own  doc- 
tors about  doing  it  ourselves.  Frankly,  the  liability  for  us  is  that  we 
have  no  experience  in  enrolling  not  only  that  population  but  any 
other  population.  That  is  one  of  the  reasons  we  joint  venture  with 
insurance  companies;  that  is  expertise  they  have  that  we  do  not. 
Frankly,  we  are  talking  with  some  of  the  other  insurance  compa- 
nies as  well  as  to  whether  or  not  we  rent  them  our  network,  if  you 
will. 

I  have  to  be  careful  how  I  answer  some  of  these  questions.  I 
know  there  are  people  in  the  room  we  are  negotiating  with. 

The  Chairman.  What  could  Georgetown  do,  Mr.  McQueeney?  I 
do  not  know  if  you  have  any  outreach  clinics  that  would  serve 
those  particular  neighborhoods.  But  considering  the  transportation 
question  and  assuming  that  we  are  not  going  to  give  Georgetown  a 
freebie  because  you  can  sign  up  a  lot  of  people  but  they  would  not 
be  able  to  come,  so  they  will  have  to  go  to  Mr.  Green's  emergency 
room.  Let's  assume  that  does  not  happen.  What  could  Georgetown 
bite  off  of  this  population? 

Mr.  McQueeney.  Georgetown  sponsors  a  family  medicine  prac- 
tice program,  residency  program.  It  is  largely  associated  with  Prov- 
idence Hospital,  but  it  is  under  Georgetown  University  auspices. 

I  would  say  that,  at  the  risk  of  being  overruled  by  my  superiors, 
our  capacity  could  be  on  the  same  order  that  Mr.  Brown  said. 

The  Chairman.  Mark  has  arrived.  I  will  let  him  chime  in. 
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Howard,  can  the  District  pick  up  these  55,000  people  in  a  year? 

Mr.  Jessamy.  Well,  the  people  are  already  in  the  system  in  some 
format.  They  are  accessing  the  system  at  the  wrong  point. 

The  Chairman.  Yes;  but  it  is  so  different  that  I  am  just 
saying 

Mr.  Jessamy.  There  is  enough  capacity  in  the  District.  As  a 
matter  of  fact,  if  the  District  was  successful  in  enrolling  everyone 
in  a  managed  care  program,  you  would  need  less  hospital  capacity 
than  what  you  have  today  in  the  District. 

The  Chairman.  One  assumes  that. 

Mr.  Jessamy.  One  assumes  that,  and  I  would  almost  say  that 
what  we  would  really  be  looking  at  is  not  so  much  in  terms  of  bed 
count,  but  consolidation  of  services  across  the  District. 

The  Chairman.  But  let  me  tell  you  what  my  experience  is,  and  it 
is  not  certainly  directed  at  any  of  the  people  we  have  talked  with 
today,  but  there  are  people  like  this  in  the  world,  and  the  best  ex- 
ample would  be  this  guy  in  Florida  who  had  an  IMC  and  had,  you 
know,  I  do  not  know  how  many  thousand  seniors  down  there,  and 
the  guy  just  left  town  with  about  $30  million  worth  of  the  hospi- 
tals' and  the  doctors'  money.  We  had  a  clown  like  this  in  Los  Ange- 
les— Paracelsus  or  Clesis;  I  can  never  remember  which  Greek  it 
was.  At  any  rate,  they  stole  money. 

The  point  is  that  there  is  a  temptation  sometimes  to  enroll 
people  with  a  great  deal  of  enthusiasm  and  promise  and/or  selec- 
tion. I  mean  it  does  not  take  much  to  imagine  that  I  would  figure  it 
was  much  easier  in  this  new  Stark-McDermott  plan.  There  is  no 
sense  my  trying  to  bargain  with  you  guys.  You  know  what  you  are 
doing,  and  you  are  not  going  to  give  me  a  low  rate.  My  chance  is  to 
go  out  into  the  neighborhood  and  figure  out  that  I  can  figure  out 
which  ones  of  those  folks,  without  breaking  any  of  Mr.  Coronado's 
laws,  are  going  to  be  very  costly  to  me.  I  am  just  going  to  have  a 
lot  of,  "Oops,  sorry.  Ma'am;  I  did  not  mean  to  come  to  this  house," 
because  the  person  happens  to  be  pregnant  or  would  indicate  to 
me,  for  some  other  reason,  they  are  going  to  be  high  cost. 

I  mean  risk  aversion  is  the  cheapest  way  for  an  insurance  com- 
pany to  make  money  from  the  get-go.  You  guys  can  only  go  down 
so  low,  and  there  is  no  incentive  that  I  can  think  of  for  you  to  bar- 
gain way  below  your  costs  for  very  long  even  for  a  loss  leader. 
Maybe  there  is;  you  could  tell  me  about  it. 

I  would  like  to  just  welcome  Mark  Chastang,  the  executive  direc- 
tor of  D.C.  General. 

Would  you  like  to  enlighten  us  about  D.C.  General  and  how  it  is 
going  to  fit  into  this  plan  for  a  minute? 

STATEMENT  OF  MARK  CHASTANG 

Mr.  Chastang.  Yes,  sir. 

First  of  all,  let  me  apologize  for  having  to  run  out. 

The  Chairman.  That  is  quite  all  right. 

Mr.  Chastang.  They  are  having  a  survey  at  the  hospital,  and  I 
wanted  to  make  sure  the  surveyors  knew  I  considered  their  pres- 
ence very  important. 

D.C.  General  is  the  only  public  hospital  here  in  the  city  of  Wash- 
ington, and  we  are  a  very  busy  and  complex  organization.  We  have 
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major  teaching  affiliations  with  Georgetown  and  Howard  Universi- 
ty schools  of  medicine. 

Just  a  few  facts  about  the  hospital.  We  are  one  of  the  largest  pro- 
viders of  out-patient  services.  We  performed  approximately  110,000 
out-patient  visits  last  year.  We  have  the  busiest  emergency  room 
and  trauma  unit  in  the  city  of  Washington.  Combined  activity  in 
those  two  services  at  D.C.  General  was  approximately  83,000  visits 
last  year.  We  had  approximately  14,800  admissions. 

D.C.  General  is  the  city's  hospital.  Our  mission  is  to  provide 
health  services  to  anyone  and  everyone,  regardless  of  their  ability 
to  pay,  and  in  a  city  where  one  out  of  every  four  individuals  is  un- 
insured, where  2  percent  of  the  population  is  incarcerated,  where 
AIDS  is  increasing  at  an  alarming  rate  and  so  is  drug-resistant  tu- 
berculosis, we  have  a  very  formidable  responsibility  and  we  meet 
that  responsibility  gladly. 

D.C.  General  is  very  much  alive  and  well.  We  are  a  major  player 
in  the  medicaid  business  here  in  the  city  of  Washington,  and  we 
very  much  intend  to  participate  in  the  medicaid  managed  care  pro- 
gram as  it  unfolds  in  the  coming  months.  We  will  solve  the  prob- 
lem at  the  table  here,  Mr.  Chairman;  we  will  take  all  the  medicaid 
patients  and  do  quite  well  with  them. 

We  have  been  providing  in  our  children's  center,  for  example — 
second  to  Children's  Hospital,  we  are  the  largest  provider  of  pediat- 
ric services.  As  you  may  know,  our  major  service  areas  are  wards  5, 
6,  7,  and  8.  In  our  out-patient  services,  for  example,  pediatric  serv- 
ices, we  provided  some  25,000  out-patient  visits  last  year. 

We  have  taken  a  leading  role  here  in  the  city  in  the  area  of  im- 
munizations. We,  for  the  last  several  years,  have  launched  a  major 
initiative  to  make  sure  that  all  children  in  the  District,  regardless 
of  their  ability  to  pay,  have  immunizations.  We  have  taken  a  par- 
ticular interest  in  the  Latino  community.  Just  this  past  year,  we 
immunized  some  800  children  in  that  community.  We  sent  trans- 
portation out  to  pick  them  up.  We  established  relationships  with 
the  Clinic  de  Pueblo  and  have  done  many  things  in  this  area. 

So  we  bring  to  this  discussion  a  wealth  of  experience,  and  we  are 
delighted  to  be  a  part  of  the  planning  and  analysis  as  we  go  for- 
ward with  health  care  reform. 

Thank  you. 

[The  prepared  statement  of  Mr.  Chastang  follows:] 
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Good  morning,  my  name  is  IVIarIc  J.  Chastang,  I  am  the  Executive 
Director  of  DC  General  Hospital.  DC  General  is  the  only  public  acute-care 
hospital  in  the  Nation's  Capitol.  Our  mission,  like  so  many  other  public 
hospitals  across  this  nation,  is  to  provide  quality  health  care  services  to 
all  persons  who  present  for  services  regardless  of  their  ability  to  pay.  In 
a  city  where  one  out  of  every  four  individuals  is  uninsured,  where  1 2,000 
citizens  or  2%  of  the  population  is  incarcerated,  where  thousands  are 
homeless  daily,  where  AIDS  is  increasing  at  an  increasing  rate,  where 
drug  resistant  tuberculosis  is  threatening  more  citizens  every  day,  and 
violence  continues  unabated,  the  role  of  a  public  hospital  is  formidable. 
We  are  truly  a  vital  institution  in  ensuring  an  acceptable  quality-of-lif e  for 
many  thousands  of  citizens  in  the  City  of  Washington. 

I  would  like  to  thank  you  for  providing  DC  General  Hospital  an 
opportunity  to  be  a  part  of  these  hearings.  DC  General  like  approximately 
125  similar  institutions  throughout  this  country  constitute  what  we  often 
refer  to  as  the  "safety  net  hospitals".  Taken  together,  these  institutions 
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comprise  one  of  America's  most  important  health  and  hospital  systems. 
Public  hospitals  provide  a  substantial  amount  of  the  services  to  Medicaid 
and  low  income,  uninsured  and  underinsured  patients.  In  other  words, 
hospitals  like  DC  General  serve  as  "national  health  insurance"  by  default  in 
most  of  our  nation's  urtsan  areas.  The  fact  that  there  is  time  to  detsate 
various  reform  strategies,  is  a  tribute  to  the  fine  job  that  "safety  nef  hospitals 
have  done  historically  and  are  doing  today. 

As  you  proceed  with  the  analysis  and  planning  for  healthcare  reform, 
I  ask  that  you  take  a  page  from  the  public  hospital  experience  as  it  relates 
to  cost  containment  and  other  aspects  of  a  comprehensive  health  care 
reform  program.  I  would  like  to  urge  your  support,  in  both  the  short  and 
long  term,  for  programs  to  guarantee  the  continued  viability  of 
safety  net  hospitals  such  as  DC  General  so  that  our  nation's  urt}an  citizens 
will  have  access  to  needed  health  services  whether  or  not  they  are 
ultimately  covered  under  any  national  health  plan. 
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Please  consider  the  following  as  you  go  forward: 

•  Universal  and  mandatory  coverage  for  all  citizens  is  vital. 
Voluntary  coverage  simply  will  not  assure  that  many  of  the 
uninsured  will  seek  and  receive  important  health  services. 
Without  mandatory  coverage  many  of  the  problems  of  current 
programs  will  simply  be  perpetuated. 

•  The  eligibility  process  must  be  kept  as  simple  as  possible. 
There  are  millions  of  individuals  who  cannot  read,  write,  or 
communicate  effectively.  Others  are  sick,  injured,  addicted  or 
mentally  ill,  homeless  and  often  unable  to  provide  basic 
information  about  themselves.  Presumptive  eligibility  must  be 
considered. 

•  Simply  issuing  a  card  to  patients  will  not  ensure  that  the 
patient's  needs  will  be  addressed.  Various  outreach  and 
educational  strategies  are  important  to  prevent  patients, 
especially  children  and  infants,  from  becoming  victims  of 
preventable  diseases. 
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•  Benefit  packages  should  place  greater  emphasis  on  primary 
and  preventive  care.  Incentives  must  be  created  to  support 
and  encourage  preventive  services  and  primary  care. 

•  While  managed  competition  may  be  an  effective  strategy 
under  consideration  for  controlling  costs,  safe-guards  against 
abuses  by  insurers  must  be  developed  to  prevent  adverse 
selection,  targeted  marketing,  "cream  skimming"  that  may 
result  in  the  sickest  and  poorest  individuals  being  left  to 
public  institutions.  Possible  safe-guards  could  include 
mandatory  open  enrollment,  limitations  on  advertising  and 
mandatory  random  assignment  of  high-risk  patients. 

Implementation  of  National  Health  Reform  will  require  time  to  phase 
in.  The  immediate  future  of  and  need  for  safety  net  institutions  is  certain. 
I  ask  your  consideration  for  making  sure  that  attention  is  devoted  to  a 
number  of  short  term  needs  that  must  be  met  over  the  next  several  years 
in  support  of  the  nation's  safety  net  hospitals. 
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•  a  new  national  capital  financing  initiative  is  needed  to 
rebuild  and  equip  America's  institutional  health  safety 
net  hospitals.  We  applaud  the  initiatives  you  undertook, 

""  Mr.  Stark,  as  well  as  Senators  Daschle,  John  Breau  and 

others.  I  hope  that  your  enthusiasm  for  this  much 
needed  initiative  has  not  diminished  and  you  will  soon 
reintroduce  the  legislation. 

•  in  the  short  term,  the  Medicare  disproportionate  share 
hospital  adjustment  must  be  preserved  and  increased. 

•  continued  efforts  must  be  made  to  improve  and  reform 
the  medicaid  program. 

Thank  you  for  the  opportunity  to  make  brief  comments. 
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The  Chairman.  Thank  you. 

Let  me  just  try  one  more  question  here.  I  am  just  trying  to  get 
focused.  I  think  we  heard  this  morning  that  they  spend  $1.5  biUion 
costs  here,  and  if  a  quarter  of  the  people  are  uninsured,  that  is 
$400  million.  Think  about  this  for  a  minute.  If  you  assume  there 
are  242,000  uninsured  and  medicaid  in  the  District,  we  think  we 
could  provide  actually  for  around  $1,000  medicare  for  an  under  65 
adult;  that  is  our  cost,  less  $400  for  a  kid,  $1,000  for  an  adult  under 
65.  So  let's  say  they  are  all  adults,  which  is  pretty  generous.  You 
are  talking  $240  million  a  year. 

Then  let's  say — I  do  not  know  what  Prudential  charges,  but  you 
could  buy  with  that  kind  of  a  population  a  fairly  good  supplemen- 
tal for  $50  a  month,  pick  up  the  copays,  I  think.  I  cannot  believe — 
Prudential's  deal  with  the  AARP  as  much  as  $70  a  month  now,  so 
we  ought  to  be  able  to  do  it  for  $50.  So  that  is  $150.  That  gets  us 
down  to  $400  million  for  everybody  who  comes  in  to  see  you,  has 
medicare,  and  that  $1,000,  by  the  way,  provided  first  dollar  prena- 
tal and  first  dollar  pediatric  and  a  prescription  benefit.  That  would 
not  be  such  a  bad  deal  for  the  District,  would  it?  Everybody  has 
medicare.  If  you  want  to  run  an  HMO,  we  will  give  you  a  risk  con- 
tract. You  would  all  get  the  medicare  rate  for  everybody  who  came 
through  the  door  at  a  minimum;  you  would  still  have  your  private 
pay  outside.  How  would  that  work? 

Mr.  Chastang.  It  is  an  interesting  scenario.  I  did  not  completely 
follow  your  numbers  there,  sir. 

The  Chairman.  We  think  that  the  actuarial  cost  of  providing 
medicare  benefits,  enriched  as  I  suggested  by  first  dollar  prenatal 
and  first  dollar  pediatric  care,  and  actually  a  $2,500  out-of-pocket 
limit,  which  I  did  not  even  include  in  this,  would  be  about  $1,000 
for  an  under-65  adult.  It  is  about  $3,000  now  for  medicare.  Kids 
would  be  about  $450,  but  those  figures  are  a  year  or  so  old,  so  I  am 
just  taking  $1,000  a  year  for  every  one  of  your  medicaid  and  medi- 
care. That  is  $242  million  a  year.  Then  I  cranked  in  something  for 
the  copays  and  the  deductibles  and  just  picked  a  figure  of  $450  mil- 
lion. I  do  not  know  the  copays  and  the  deductibles  would  be  that 
high. 

That  means  that,  in  a  sense,  everybody  walking  around  in  the 
District  of  Columbia  either  has  the  enhanced  medicare  ability  in- 
cluding the  copays  and  the  deductibles,  so  you  are  not  on  the  hook 
for  those,  and  you  do  not  have  any  uncompensated  care.  You  know 
what  the  medicare  rates  are  now;  the  doctors  know  what  they  are. 
This  would  be  A  and  B.  I  imagine  it  would  be  a  whole  heck  of  a  lot 
less  than  the  District  is  going  to  end  up  paying  when  they  get  done 
shuffling  around  all  this  stuff. 

We  would  have  to  put  everybody  in,  I  suspect,  so  we  have  no  ad- 
verse selection,  and  I  am  not  sure  that  I  can  hold  those  numbers. 
Those  were  country-wide  numbers  that  the  actuaries  did  for  us. 
They  may  have  a  good  bit  of  windage.  But  it  stands  to  reason  if  you 
figure  how  much  of  your  care  goes  to  the  over-65  population,  with 
these  same  benefits  going  to  the  under  65,  that  those  numbers  are 
not  too  far  off.  Why  couldn't  we  do  something  like  that  here? 

Mr.  McQuEENEY.  One  of  the  advantages  of  such  an  arrangement 
would  be,  it  would  at  least  be  predictable.  I  think  one  of  the  fears 
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and  one  of  the  reasons  why  I  wake  up  at  night  is  the  fear  of  the 
unknown,  and  that  is  at  least  a  predictable  system. 

The  Chairman.  You  know  the  system,  don't  you,  Mr. 
McQueeney? 

Mr.  McQueeney.  Yes. 

The  Chairman.  You  figure  it  out.  You  have  experts  in  your  hos- 
pital who  know  all  the  code  numbers  and  what  to  do. 

Mark,  you  do.  I  mean  you  get  a  good  medicare  population,  I  do 
not  know  how  big,  and  it  sure  as  heck  would  be  a  better  rate  than 
you  are  getting  out  of  medicaid.  At  least  it  is  the  devil  we  all  know. 
I  know  the  system  and  its  warts,  and  you  know  it,  and  you  know 
where  we  pay  too  little  and  too  much.  It  is  an  American  system, 
and  there  are  some  people  who  know  how  to  game  it,  and  we  have 
some  inspectors  general  who  know  how  to  find  that  occasional 
person  and  arrest  them  or  hassle  them. 

I  am  going  to  quit  now  and  let  Dr.  McDermott  get  back  to  this 
company  we  are  going  to  organize.  But  if  some  of  you  would  think 
about  that  later,  how  you  would  come  out  on  that.  You  do  not  do 
any  risk  contracting  now? 

Mr.  Brown.  In  Greater  Southeast?  Yes;  we  still  do. 

I  was  going  to  say,  the  number  that  we  look  at  which  makes  a 
deal  plausible  is  $1,200. 

The  Chairman.  That  is  your  risk  contract  rate  for 

Mr.  Brown.  That  is  one  that  we  are  willing  to  look  at  and  say 
perhaps  we  shall  do  that,  so  you  are  very  close. 

The  Chairman.  Is  that  for  medicare  patients  now? 

Mr.  Brown.  No.  That  is  for  a  commercial  contract. 

The  Chairman.  OK;  so,  I  am  not  far  off,  am  I?  We  do  not  have 
any  profit  or  overhead,  so  I  can't  be  that  far  away. 

Do  you  have  risk  contracts  now  for  medicare? 

Mr.  Brown.  No;  we  have  not  yet  done  a  medicare  risk  contract. 

The  Chairman.  Do  you  know  what  the  rate  would  be  in  the  Dis- 
trict if  we  were  paying  a  risk  contract  here  to  an  HMO?  Does  any- 
body know?  I  do  not  know. 

Mr.  Brown.  Prince  Georges  County  used  to  be  among  the  highest 
rates  in  the  country  at  about  $450  per  member  per  month. 

The  Chairman.  Yes;  we  are  in  the  $300  and  something  in  Cali- 
fornia. So,  you  would  pick  that  up  if  you  were  an  HMO  or  wanted 
to  be  and  you  would  federally  qualify. 

It  has  kind  of  been  the  germ  of  an  idea  that  I  have  had.  I  do  not 
know,  and  what  we  are  trying  to  add  up  is,  if  what  we  subsidize  the 
District's  medicaid — they  cannot  be  spending  a  lot  on  long-term 
care  because  you  do  not  have  that  many  long-term  care  beds  under 
the  medicaid  program.  I  think  there  might  be  enough  money  there 
to  do  it.  Now  how  that  would  all  fit — Jim. 

Mr.  McDermott.  Thank  you,  Mr.  Chairman. 

I  only  wanted  to  go  back  to  a  question  I  raised  earlier  in  the 
morning,  and  perhaps  some  of  you  were  here  when  I  asked  it.  That 
is  the  whole  question  of  violence  and  the  cost  of  it  to  the  system. 
Somebody  suggested  earlier  that  there  was  a  study  done,  and  if 
somebody  could  talk  a  little  bit  about  that  I  would  appreciate  it. 

Mr.  Jessamy.  Yes,  Dr.  McDermott.  I  could  outline  some  of  those 
findings  for  you.  We  looked  at  the  cost  of  criminal  violence  in  the 
District  of  Columbia,  and  we  looked  at  it  during  the  winter  of  1989, 
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so  this  is  December  1989,  January  1990,  because  that  was  at  that 
time,  looking  backward,  the  most  violent  time  in  the  District  of  Co- 
lumbia. 

In  a  summary  of  those  findings — first  the  bottom  line  issue: 
about  $20  million  a  year  in  uncompensated  care  or  10  percent  of 
the  District's  total  uncompensated  care  hospital  burden,  is  attrib- 
uted to  the  criminal  violence.  Hospital  expenses  per  case  for  vio- 
lent crimes  ranged  from  less  than  $1,000  to  more  than  $250,000. 

Fifty-five  percent  of  these  costs  are  due  to  crimes  involving  fire- 
arms; 68  percent  of  the  victims  of  violent  crimes  in  the  District 
were  uninsured.  Those  uninsured  victims  of  crimes  accounted  for 
10  percent  of  the  uncompensated  care  in  the  hospitals  in  1989-90. 

The  cost  of  care  provided  to  uninsured  crime  victims  is  partially 
paid  for  from  the  subsidy  to  D.C.  General  Hospital  or  by  cost  shift- 
ing to  those  insured  patients  who  use  District  hospitals.  That  cost 
shift  for  the  violence  component  ranged  from  a  low  of  $25  to  a  high 
of  $380  in  one  of  the  hospitals.  That  is  the  component  that  you 
have  to  add  to  everybody's  bill  to  make  up  for  the  loss. 

On  a  national  basis,  total  health  care  costs  due  to  criminal  vio- 
lence are  estimated  to  be  more  than  $3.5  billion  in  1989,  and  again 
we  were  interested  in  the  firearm  component.  In  the  District,  over 
50  percent  of  the  cost  was  attributed  to  firearms. 

Mr.  Green.  Dr.  McDermott,  at  the  Washington  Hospital  Center 
we  have  the  Medstar  Trauma  Center  there,  and  the  trauma  center 
represents  a  significant  portion  of  the  loss  that  we  have  sustained 
there.  It  represents  just  the  trauma  unit  alone,  about  $10  million 
in  terms  of  uncompensated  care. 

Mr.  McDermott.  What  percent  of  your  uncompensated  care  is 
that? 

Mr.  Green.  Probably  about  30  percent. 

Mr.  McDermott.  Let  me  ask  a  question.  One  of  my  colleagues  on 
the  Ways  and  Means  Committee  where  Congressman  Stark  and  I 
both  serve  represents  a  major  city  in  the  Midwest  in  which  there  is 
no  emergency  room  open  in  his  district,  in  a  major  city.  Anybody 
who  has  an  emergency  of  this  sort  has  to  be  shipped  out  of  his  dis- 
trict. 

What  is  the  situation  here  in  the  District  of  Columbia?  What  per- 
cent of  the  violent  crime  wind  up  at  D.C.  General  and  what  percent 
is  taken  by  others?  Is  it  a  triage,  sort  of  if  they  are  going  to  stay 
alive  long  enough  to  make  the  D.C.  hospital  they  are  shipped  or  is 
it  that  they  are  taken  in  and  treated  there?  What  is  the  situation 
here  in  Washington,  DC? 

Mr.  Chastang.  We  do  60  percent  of  the  trauma  here  in  the  city 
of  Washington.  Let's  talk  about  gunshot  wounds;  let's  separate  that 
as  a  category.  There  were  980  shootings  in  the  District  in  fiscal 
year  1992,  which  was  from  October  1  to  September  30;  we  did  76 
percent  of  those  cases  at  D.C.  General. 

One  of  the  reasons  that  we  do  so  much  of  it  is  our  location  geo- 
graphically to  the  scene  of  the  shootings.  We  are  in  the  southeast 
quadrant  of  the  city,  and  the  emergency  medical  services  take  the 
patients  from  the  scene  of  the  accident  to  the  nearest  open  and 
available  trauma  unit.  So,  by  proximity,  we  are  predisposed  to 
doing  a  disproportionately  high  share  of  it,  and  that  is  one  of  the 
primary  reasons. 
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Does  that  get  at  the  essence  of  our  question? 

Mr.  McDermott.  Yes. 

Are  there  other  units  in  the  city  that  actually — obviously,  they 
are  doing  25  percent.  Is  there  any  concentration  at  any  other  par- 
ticular facility  in  the  city? 

Mr.  Chastang.  Yes.  Of  course,  Howard  does  a  significant  percent 
and  Medstar  and  GW,  Georgetown,  and  of  course  Children's  for 
children-related  trauma. 

Mr.  McDermott.  Thank  you  all.  Thank  you,  Mr.  Chairman. 

The  Chairman.  One  other  question,  Mark,  before  I  let  everybody 
go.  There  has  been  some  discussion  on  closing  your  facility  or  con- 
verting it  to  nursing  home  beds.  What  would  that  do  to  the  ability 
to  provide  these  55,000  additional  AFDC's?  I  have  bids  here  for 
about  15,000,  I  figure,  if  I  can  get  Mr.  Brown  and  Mr.  Green  and 
Mr.  McQueeney  to  stand  up  at  the  table  for  five  apiece.  I  am  light 
for  40,000.  Now  there  are  a  few  hospitals  not  represented.  But  if  we 
take  you  out  of  that  loop,  how  many  medicaid  AFDC  patients  do 
you  treat  now,  do  you  suppose? 

Mr.  Chastang.  We  have  a  significant  population  of  AFDC  pa- 
tients. But  let  me  talk  about  the  broader  question  and  then  come 
back  to  that  point.  This  whole  brouhaha  about  closing  D.C.  General 
came  about,  I  think,  as  a  quote/unquote  innocent  question  by  the 
Chair  of  the  council  in  the  District,  and  it  was  not  couched  in 
terms  of  closing  D.C.  General  as  a  specific  thought-through  strate- 
gic action.  It  was  in  the  context  of  a  budget  hearing  where  the 
Chair  asked  what  would  happen  if — just  a  hypothetical  question 
posed  to  cabinet  members  when  the  Mayor's  budget  officers  were 
presenting  the  budget  to  the  council,  and  from  there  it  just  grew 
and  snowballed  into  a  major  news  event. 

The  Chairman.  Sort  of  like  that  insurance  company  that  Dr. 
McDermott  and  I  are  going  to  start. 

Mr.  Chastang.  Yes.  It  would  be  short-sighted  and  ill-advised  in 
every  respect,  trauma  just  being  one  of  the  primary  reasons. 

But  if  you  consider  that  57  percent  of  our  patients  are  uninsured, 
thrusting  literally  tens  of  thousands  of  uninsured  patients  on  the 
private  network  of  hospitals  here  in  the  city  of  Washington  at  a 
time  when  many  of  the  hospitals,  first  of  all,  are  doing  a  significant 
amount  of  uncompensated  care  already,  would  throw  them  into  fi- 
nancial ruin,  some  of  them. 

Add  to  that  we  are  a  major  teaching  center  for  both  Georgetown 
and  Howard  University  Schools  of  Medicine,  and  there  is  a  real 
value  to  a  teaching  resource  like  D.C.  General,  and  while  we 
haven't  quantified  it,  it  certainly — let  me  give  you  a  statistic.  In 
the  area  of  cardiology,  for  example,  every  chief  of  cardiology,  as  I 
understand,  here  in  the  city  of  Washington  at  some  point  has  ma- 
triculated through  D.C.  General's  training  programs,  and  many  of 
the  other  physicians  here  in  the  city  of  Washington  have  benefited, 
have  honed  their  skills  through  training  at  D.C.  General,  and  in  a 
real  sense  D.C.  General  therefore  touches  the  entire  community, 
enhances  the  quality  of  medical  care  for  the  entire  community,  not 
just  for  the  patients  who  are  present  at  our  doors. 

Back  to  the  issue  of  medicaid.  We  are  a  major  medicaid  provider 
here  in  the  city  of  Washington. 

The  Chairman.  How  many  licensed  beds  do  you  have? 
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Mr.  Chastang.  Four  hundred  and  ten  adult  beds,  72  basinettes. 

The  Chairman.  That  is  operating — licensed? 

Mr.  Chastang.  That  is  licensed. 

The  Chairman.  Your  occupancy  runs? 

Mr.  Chastang.  Around  78  percent. 

The  Chairman.  OK.  I  have  a  list  here  of  everybody,  and  you  are 
the  only  one  I  do  not  have  the  numbers  filled  in  for.  Thank  you. 

Mr.  Chastang.  Yes.  It  is  in  the  information  that  was  presented 
from  DCHA. 

The  Chairman.  OK. 

Mr.  Chastang.  But  we  are  a  major  cog  in  the  network,  the 
health  delivery  system  network  here  in  the  city  of  Washington. 

In  order  for  the  system  to  be  healthy,  given  the  demographics, 
given  the  geographic,  strategic  location  that  we  enjoy,  given  the 
uncompensated  care  issue,  the  uninsured,  the  incarcerated  persons 
here  in  the  District,  the  large  numbers,  the  tuberculosis  issues,  the 
AIDS-related  issues,  and  other  chronic-disease-related  issues,  and 
just  the  enormity  of  the  challenge  of  serving  a  community  that  is 
unique  in  many  ways,  you  must  have  a  strong  public  hospital  in 
order  that  the  private  hospitals  remain  reasonably  healthy  fiscally 
and  otherwise. 

For  anyone  to  think  seriously  about  doing  away  with  D.C.  Gener- 
al is  for  them  not  to  have  at  least  the  following  facts.  If  you  were 
to  purchase  the  services  that  D.C.  General  provided  last  year  to 
this  community,  the  15,000  in-patients,  the  110,000  out-patient 
visits,  the  83,000  emergency  room  visits,  it  would  cost  an  average  of 
$20  million  to  $25  million  more  than  the  total  investment  that  the 
city  has  made  through  appropriation  to  D.C.  General  Hospital. 

The  bottom  line  of  what  I  am  saying  is  that  it  would  be  fiscally 
imprudent  and  simply  unreasonable  to  do  away  with  D.C.  General. 
The  city  gets  an  excellent  financial  deal  from  having  this  impor- 
tant institution  open. 

The  Chairman.  Thank  you. 

Mr.  McDermott. 

Mr.  McDermott.  You  raised  some  other  questions  which  I  was 
thinking  about  before.  How  about  in  this  city?  What  is  the  number 
of  patients  that,  if  you  had  other  arrangements  for  AIDS  patients, 
you  could  discharge?  How  many  AIDS  patients  do  you  have  sitting 
in  the  hospital  whom  you  could  put  out  in  some  lesser  restrictive 
setting  if  you  had  such  a  setting  available? 

Mr.  Jessamy.  We  look  at  patients  not  just  by  that  category, 
except  for  boarder  babies  we  have  in  a  separate  category,  but  all 
patients  in  hospitals  awaiting  placement,  whether  it  is  nursing 
home  or  community  residential  facility  or  a  home  with  home  care, 
I  think  is  down  to  around  150  patients  in  the  District  hospitals 
awaiting  placement. 

Mr.  McDermott.  That  is  at  an  average  cost  of  somewhere 
around  $500  a  day  in  the  hospital? 

Mr.  Jessamy.  That  is  at  an  average  cost  of  something  like  that, 
maybe  a  little  bit  better  than  that  in  terms  of  the  up  side. 

Mr.  McDermott.  You  mean  a  little  bit  more? 

Mr.  Jessamy.  More;  right. 

Mr.  McDermott.  So  it  is  150. 

Mr.  Jessamy.  Right.  I  think  that  was  at  the  end  of  November. 
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Mr.  McDermott.  So,  that  is  about  $750,000  per  day. 

Mr.  Jessamy.  Right.  But  that  number  used  to  be  400  in  1987. 

Mr.  McDermott.  What  have  you  done?  How  did  you  get  that 
down?  Is  that  more  availability? 

Mr.  Jessamy.  That  is  more  availability  of  beds  that  have  come  on 
line  since  that  time,  and  there  are  also  more  home-care  services 
available  now  than  in  the  past  as  well,  and  then  at  least  for  the 
HIV  community  other  alternative  housing  units  have  come  on  line 
as  well. 

Mr.  McDermott.  OK. 

My  other  question  is  this.  We  earlier  heard  testimony  from  the 
Chartered  proposal  here  in  the  city,  and  I  wonder  how  does  he  con- 
tract with  you  people.  What  is  the  process?  I  mean  just  actually 
how  is  it  done?  You  all  submit  sealed  bids  for  how  many  patients 
you  will  take  or  you  sit  down  in  a  group  and  argue  or  what? 

Mr.  Green.  In  our  institutions  he  comes  to  us,  the  Washington 
Hospital  Center,  if  he  wants  a  relationship  with  the  institution,  he 
wants  patients  admitted  there.  Several  of  the  physicians  who  are  a 
part  of  his  IPA  model  have  privileges  at  the  hospital  center.  Some 
of  them  are  actually  located  in  the  physician's  office  building  there. 
So  he  comes,  and  we  negotiate  a  rate. 

Mr.  McDermott.  He  says,  "I'll  guarantee  you  50  or  1,000  patient 
days  a  year,  and  you  ought  to  give  me  a  rate  5  percent  less  than 
what  you  are  charging  Blue  Cross"? 

Mr.  Green.  He  has  not  provided  a  guarantee  yet  on  patient  days, 
but  we  negotiate  a  rate. 

Mr.  McDermott.  So,  it  is  a  negotiated  rate  without  a  guarantee. 

Anybody  else? 

Mr.  McQuEENEY.  His  approach  would  be  the  same  as  other  man- 
aged care  contracts.  You  need  to  know  what  the  volume  of  service 
is  going  to  be.  You  need  to  know  some  demographics  about  the  pa- 
tient population,  and  you  need  to  discuss  the  methodology  of  pay- 
ment, whether  it  is  a  per  diem  rate  or  a  per  admission  rate,  and 
then  you  go  back  and  forth  like  that. 

Mr.  McDermott.  Have  any  of  you  turned  down  a  bid  or  turned 
down — you  have? 

Mr.  McQuEENEY.  Yes,  sir. 

Mr.  McDermott.  You  have  said  it  was  not  enough? 

Mr.  McQuEENEY.  If  it  is  economically  disastrous,  you  do  not  want 
to  discount  yourself  so  much  that  you  turn  yourself  into  a  losing 
proposition.  So  there  are  times  when  you  turn  away  negotiated 
business. 

Mr.  Green.  We  have  too.  We  haven't  with  Chartered. 

Mr.  McDermott.  You  have  not  with  Chartered,  but  you  have 
with  other  HMO's. 

How  about  D.C.  General? 

Mr.  Chastang.  We  have  talked  for  some  time  but  haven't  come 
to  terms.  It  simply  hadn't  made  sense  financially. 

Mr.  McDermott.  Because  you  are  carrying  such  an  uncompen- 
sated load  so  far,  you  haven't  any  room  to  be  giving  anybody  a  dis- 
count. 

Mr.  Chastang.  You  can  get  a  better  deal;  yes.  In  totality  you  can 
get  a  better  deal  otherwise. 

Mr.  McDermott.  Thank  you. 
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Mr.  Jessamy.  Dr.  McDermott,  may  I  add  something? 

Mr.  McDermott.  Yes. 

Mr.  Jessamy.  I  think  that  most  people  are  proponents  of  a  man- 
aged care  type  system  where  there  is  actually  true  case  manage- 
ment of  the  patient  and  not  just  managing  the  financial  side  of  it. 
But  one  concern  that  we  have  in  the  development  of  the  medicaid 
managed  care  program  is  one  that  has  to  do  with  the  appropriate 
utilization  of  health  care  facilities  by  the  patient. 

In  a  traditional  system,  if  an  HMO  patient  utilized  services  out- 
side of  the  network  there  is  a  financial  penalty  that  the  patient 
bears.  In  a  medicaid  population,  there  is  not  that  financial  penalty 
for  someone  who  continues  to  use  the  emergency  room,  and  you 
have  to  provide  the  services  for  them  even  though  the  gate  keeper 
says  they  do  not  need  to  be  there. 

So,  as  we  get  more  and  more  experience  with  medicaid  HMO 
population  and  numbers,  we  need  to  take  into  consideration  the 
educational  process,  the  learning,  navigating  the  system.  There  are 
up  front  costs  to  that,  because  you  cannot  pass  that  type  of  finan- 
cial disincentive  on  to  the  individual.  So,  that  needs  to  be  factored 
into  both  cost  and  the  educational  needs  of  the  new  beneficiaries. 

Mr.  McDermott.  In  the  HMO  I  worked  in  Seattle  we  obviously 
confronted  this  problem.  What  we  had  were  walk-in  clinics  that 
really  operated  from  very  early  in  the  morning,  5  o'clock  in  the 
morning,  all  the  way  around  to  1  o'clock  at  night.  So  that  people 
who  worked  or  whatever  had  ways  to  get  into  a  walk-in  clinic.  How 
many  of  you  have  established  that  kind  of  a  system  in  your  facili- 
ties? 

Mr.  Chastang.  We  have. 

Mr.  McDermott.  You  have. 

Has  anybody  else? 

Mr.  Brown.  We  are  in  the  final  process  of  architectural  render- 
ings. We  are  going  to  be  developing  a  fast-track  program,  if  you 
will. 

Mr.  McDermott.  So  that  you  can  get  people  out  of  the  emergen- 
cy room  stream. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  I  want  to  thank  the  panel  very  much.  If  you 
want  to  stick  around,  our  next  panel  with  the  medical  societies  and 
you  guys,  we  can  just  sit  around  and  rewrite  the  plan  this  after- 
noon. We  will  just  lock  the  doors,  and  nobody  goes  home  until  we 
get  it  done. 

But  I  do  appreciate  your  candor  and  your  assistance.  We  will 
hopefully  be  talking  to  you  again,  some  of  us,  in  our  other  roles, 
but  as  we  see  how  these  programs  that  are  going  to  be  coming 
forth  soon  will  work,  it  is  very  important  to  us  that  they  work 
here,  and  thank  you  very  much  for  participating. 

The  Chairman.  Our  final  panel:  Dr.  Henry  Williams,  who  is 
president  of  the  Medical  Chirurgical  Society  of  the  District  of  Co- 
lumbia; Dr.  Desmar  Walkes,  the  staff  physician  of  Health  Care  for 
the  Homeless  in  the  District  of  Columbia;  Dr.  Adrian  Wilson,  who 
is  president  of  the  Doctors  Council  of  the  District  of  Columbia;  and 
Dr.  Harold  Weiss,  who  is  president  of  the  Medical  Society  of  the 
District  of  Columbia. 
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Ladies  and  gentlemen,  welcome  to  the  committee.  My  light,  in 
typical  Walter  Mitty  fashion,  is  not  working,  and  I  would  be  remiss 
if  I  did  not  welcome  to  the  podium  our  colleague  from  Texas,  who 
has  a  particular  interest. 

Craig,  would  you  like  to  introduce  one  of  the  witnesses? 

Craig  Washington,  the  Congressman  from  Texas,  is  here  and  has 
an  interest  in  the  proceedings  today  and  might  like  to  introduce 
one  of  our  witnesses,  and  I  am  happy  to  recognize  the  gentleman 
from  Texas  for  that  purpose. 

Mr.  Washington.  Thank  you,  Mr.  Chairman. 

I  will  just  say  this.  You  have  on  the  panel  a  very  fine  physician 
who  is  very  dedicated,  and  if  I  say  any  more  then  I  am  going  to  run 
into  an  even  bigger  family  values  problem. 

The  Chairman.  Right.  Thank  you  for  joining  us.  We  will  let  Dr. 
Williams  lead  off. 

Please. 

STATEMENTS  OF  HENRY  WILLIAMS,  PRESIDENT,  MEDICAL  CHI- 
RURGICAL  SOCIETY  OF  THE  DISTRICT  OF  COLUMBIA;  DESMAR 
WALKES,  STAFF  PHYSICIAN,  HEALTH  CARE  FOR  THE  HOME- 
LESS; ADRIAN  G.  WILSON,  PRESIDENT,  DOCTORS  COUNCIL  OF 
THE  DISTRICT  OF  COLUMBIA;  AND  HAROLD  WEISS,  PRESI- 
DENT, MEDICAL  SOCIETY  OF  THE  DISTRICT  OF  COLUMBIA 

STATEMENT  OF  HENRY  WILLIAMS 

Dr.  Williams.  Thank  you  very  much.  Congressman  Stark  and 
members  of  the  panel. 

On  behalf  of  the  Medical  Chirurgical  Society  I  would  like  to 
extend  our  thanks  for  being  asked  to  attend  this  distinguished 
Committee  on  the  District  of  Columbia. 

Many  of  the  members  of  the  Medical  Chirurgical  Society  are 
members  of  the  hospitals  that  you  have  visited  and  some  of  the 
HMO's  and  medical  staffs  that  you  have  talked  to.  We  would  like 
to  provide  the  services  and  continue  the  dialogue  with  the  commit- 
tee as  well  as  the  insurers  and  the  hospitals  in  their  service  render- 
ings. 

We  find  ourselves  very  concerned  about  the  access  to  health  care. 
Our  members,  many  are  in  the  District's  areas  that  are  under- 
served,  such  as  in  wards  7,  8,  and  5.  We  also  have  members  that 
are  in  wards  1  and  2,  which  are  where  our  medical  school,  Howard 
University,  is  mostly  located.  We  have  certain  things  that  distract 
our  members  in  their  care  giving,  and  one  is,  of  course,  the  third 
party  reimbursement  systems,  the  tort  reform  systems  that  are  in 
the  District  of  Columbia,  the  availability  of  location  for  our  mem- 
bers, and  as  you  look  at  the  medicaid /medicare  systems  that  you 
were  talking  in  terms  of  earlier  there  are  some  benefits  in  being  in 
a  rural  situation  that  are  not  available  to  us  in  the  urban  areas, 
such  as  incentives  to  practice  in  that  area,  and  we  hope  that  is  a 
consideration  that  would  be  looked  at  in  the  future  as  underserved 
areas  are  solicited. 

We  also  have  difficulty  in  patient  availability  and  hospital  affili- 
ation, and  some  of  us,  because  of  locations  or  because  of  certain 
needs  that  we  have,  are  not  associated  with  hospitals  that  may 
work  with  one  or  other  types  of  managed  care  systems.  We  do  not 
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believe  that  the  only  system  that  should  be  looked  at  in  managed 
care  should  be  the  capitation  system,  but  case  management  sys- 
tems that  are  available  in  other  States  would  be  certainly  some- 
thing that  we  would  continue  to  endorse. 

Our  members  are  also  sensitive  to  the  educational  needs  of  our 
students  that  are  coming  through  medical  schools  as  well  as  the 
cost  that  medical  education  is  bearing.  As  an  Afro-American  physi- 
cian, sometimes  the  cost  of  education  is  unduly  burdened  by  our 
members.  Therefore,  when  considerations  are  made  we  hope  that 
medical  education,  the  placement,  the  incentives  for  having  Afro- 
American  physicians  become  members  of  the  medical  staffs  of  vari- 
ous areas  be  taken  in  consideration  for  its  cost  and  necessity  and 
bearing  the  load  of  loans. 

We  also  wanted  to  endorse  the  concept  that  the  District  of  Co- 
lumbia General  Hospital  is  a  training  ground  of  our  medical  staffs. 
I,  for  one,  have  been  a  trainee  of  that  institution,  and  I  endorse  the 
concept  of  its  continued  activity  in  the  care  of  patients  as  well  as  a 
training  mechanism. 

I  would  like  to  again  express  our  thanks  for  being  allowed  the 
opportunity  to  express  my  views  in  front  of  the  committee  and 
await  your  questions. 

The  Chairman.  Thank  you  very  much. 

Dr.  Walkes. 

STATEMENT  OF  DR.  DESMAR  W.  WALKES 

Dr.  Walkes.  Good  afternoon,  Mr.  Chairman,  members  of  the 
committee,  ladies  and  gentlemen. 

I  have  prepared  a  written  statement,  and  I  ask  that  it  may  be 
made  part  of  the  record  at  this  time. 

The  Chairman.  Without  objection. 

Dr.  Walkes.  Thank  you. 

My  name  is  Desmar  Walkes.  I  am  a  general  practitioner  practic- 
ing here  in  the  District  of  Columbia.  I  have  been  practicing  since 
1987  in  private  practice  settings  and  in  health  maintenance  organi- 
zations prior  to  coming  to  my  current  position,  which  is  at  Health 
Care  for  the  Homeless  Project.  It  is  an  organization  that  is  a  non- 
profit, private  organization  that  receives  funding  from  various 
sources,  including  McKinney  grant  funding,  Ryan  White's  1  and  3 
funding.  We  have  contracts  with  the  Commission  on  Public  Health 
here  in  the  District  of  Columbia.  We  receive  funds  from  Comic 
Relief  and  grants.  We  deliver  a  comprehensive  package  of  services 
to  approximately  10,000  individuals  in  the  District  of  Columbia 
who  make  up  a  portion  of  the  homeless  population  here  in  the  city. 
It  is  estimated  that  there  are  approximately  12,000  to  15,000  indi- 
viduals who  are  homeless  in  the  city. 

We  have  community  links  for  our  patients  to  allow  them  to  re- 
ceive secondary  and  tertiary  medical  needs  through  the  District  of 
Columbia  Commission  on  Public  Health,  the  D.C.  Commission  on 
Mental  Health,  and  the  D.C.  Commission  on  Social  Services.  We  at 
Health  Care  for  the  Homeless  have  medical  personnel  that  range 
from  physicians,  psychiatrists,  social  workers,  physicians'  assist- 
ants, and  case  management  services.  We  also  provide  HIV  testing 
and  counseling  and  treatment  for  people  with  HIV  and  AIDS  in 
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our  clinics  and  have  special  services  provided  for  these  individuals 
at  a  day  center  where  they  can  come  during  the  day  to  partake  of 
food,  receive  education  and  treatment,  and  also  a  24-hour  special 
needs  center  that  takes  care  of  patients  with  AIDS  who  have  late 
stages  of  the  disease. 

We  are  happy  to  be  asked  to  come  to  the  table  to  contribute 
something  to  the  discussion  on  health  care  reform  in  this  country. 
We  see  it  as  a  must,  and  we  applaud  your  efforts. 

Upon  looking  at  the  various  plans  that  have  been  proposed,  the 
managed  care  plan  as  you  have  outlined,  Mr.  Chairman,  is  some- 
thing that  would  work  probably  for  some  of  the  general  population, 
but  in  essence  it  lacks  addressing  the  complexities  of  the  popula- 
tion I  serve.  A  lot  of  the  plans  require  a  residence  for  the  people 
that  are  participating  and  would  not  work  with  the  homeless. 

The  Chairman.  You  know,  some  reporter  picked  this  up  the 
other  day,  but  I  have  been  making — I  only  have  one  speech — 
making  the  same  speech  for  years,  and  I  have  always  said  that  one 
of  my  requirements  for  health  reform  would  be  that  every  resident 
have  the  right  to  medical  care,  and  I  picked  that  word  for  a  very 
special  reason.  A  reporter  asked  me  the  other  day,  he  said,  "Well, 
the  President  has  been  talking  about  every  American  as  if  maybe 
that  meant  citizen,  and  did  you  mean  something  different  when 
you  used  the  word  'resident?' '  and  I  said,  "Yes,  I  do;  I  mean  resi- 
dent, anybody  who  is  here.  I  don't  care  whether  they  got  off  an  un- 
identified flying  object  or  how  they  got  here,  they  are  here,  the 
same  way  we  would  be  treated  in  Canada  or  England  or  Germany." 

In  Los  Angeles  and  San  Diego,  we  have  a  tremendous  number  of 
Mexican  nationals,  many  of  whom  are  there  illegally,  but  under 
the  antidumping  laws  emergency  rooms  cannot  turn  them  away.  I 
mean  the  law  is  today  that  they  get  treated.  Unfortunately,  I  am 
not  sure  that  they  get  the  treatment  in  the  best  way.  So,  I  really  do 
mean,  at  least  insofar  as  I  have  anything  to  say  about  it — resi- 
dent—whether it  is  a  temporary  residence  or  whether  they  are 
living  at  Mitch  Snyder  Memorial  Boarding  House  or  wherever  they 
are.  It  seems  to  me  that  we  have  to  do  that  or  the  system  falls 
apart. 

Dr.  Walkes.  Well,  that  is  wonderful  to  hear. 

The  Chairman.  I  would  insist  on  it. 

Dr.  Walkes.  So  you  are  addressing  the  problem  of  access. 

The  Chairman.  I  am  sneaking  up  on  it. 

Dr.  Walkes.  Sneaking  up  on  it. 

Then  the  other  thing  that  concerns  my  group  and  others  who 
provide  services  to  the  homeless  is  that  of  the  money  that  is  re- 
ceived that  I  listed  earlier;  50  percent  of  our  budget  is  based  on 
McKinney  grant  funding,  which  has  allowed  us  to  provide  the  spe- 
cial services  that  I  have  outlined,  and  those  we  put  into  a  category 
called  outreach.  I  think  that  cannot  be  underscored  enough;  the 
need  for  outreach  in  this  particular  community  is  essential,  and 
the  success  of  our  mission  has  been  that  we  have  been  able  to  put 
clinics  in  shelters. 

In  the  list  of  questions  that  you  submitted  for  us  to  address, 
there  was  a  question  about  whether  or  not  we  thought  there  would 
be  more  providers  in  a  managed  system  to  serve  the  underserved 
community.  My  answer  to  that  question,  as  I  heard  from  the  gen- 
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tleman  from  Chartered,  is,  no;  I  don't  think  so.  We  are  having  a 
difficult  time  recruiting  physicians  to  come  and  work  in  our  group. 
So  I  think  that  needs  to  also  be  taken  into  account. 

We  have  a  mobile  outreach  van  that  goes  out  into  the  streets  at 
night,  for  example,  to  the  grates  and  the  city  parks  to  go  where 
people  who  are  homeless  congregate.  We  do  primary  medical  as- 
sessments there  and  then  refer  them  appropriately  to  either  our 
clinic  sites  or  to  the  hospitals.  So  outreach  is  my  second  concern. 

Something  I  would  like  to  throw  in  for  you  to  consider  is  the 
notion  of  GP  fund  holding  or  general  practitioner  fund  holding 
mechanisms,  such  as  those  seen  in  Great  Britain,  where  a  general 
practitioner  or  a  group  of  general  practitioners  with  x  number  of 
patients  in  their  patient  portfolio  would  be  given  a  yearly  budget 
that  they  would  use  not  to  pay  themselves  salaries  so  much,  but  to 
pay  for  the  medical  services  needed  by  their  particular  group  of  pa- 
tients. I  think  if  something  akin  to  this  were  put  into  place  in  the 
health  reform  that  you  are  going  to  be  addressing  in  the  future,  we 
might  be  able  to  not  need  the  McKinney  grant  funding  and  the 
other  grant  funding  sources  and  the  private  contributions  that  we 
have  to  go  out  there  and  try  to  scrape  together  in  order  to  achieve 
our  goal. 

Thank  you. 

The  Chairman.  Thank  you  very  much. 

Dr.  Wilson. 

[The  prepared  statement  of  Dr.  Walkes  follows:] 
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Introduction 


Mr.  Chairman,  Members  of  the  Committee,  ladies  and  gentleman 
my  name  is  Desmar  Walkes.  I  am  a  general  practitioner  working 
as  a  staff  physician  for  Health  Care  for  the  Homeless  Project 
(HCHP) ,  Inc. 

Health  Care  for  the  Homeless  is  an  independent,  nonprofit 
organization  dedicated  to  providing  quality  health  care  for 
Washington  DCs  homeless  population.  I  have  been  practising 
medicine  since  1987  in  private  practice  settings  in  Virginia 
and  before  that  in  a  Health  Maintenance  Organization,  CIGNA, 
in  Houston,  Texas.  I  began  working  with  HCHP  in  1992.   I  practise 
in  the  House  of  Ruth  shelter  for  women  here  on  Capitol  Hill. 
We  see  approximately  2000  patients  per  year. 

In  1992,  DCs  homeless  population  was  estimated  to  be  from  12,000 
to  15,000  people   of  which  some  10,191  were  seen  in  one  of  our 
clinics.   There  were  42,400  patient  encounters  project  wide. 
Approximately  one  third  of  these  clinic  visits  were  HIV/AIDS 
related.   It  is  estimated  that  in  1993  this  figure  for  HIV/AIDS 
clinic  visits  will  approach  one  half  of  the  total  of  patient 
encounters. 


Health  Care  for  the  Homeless  Project,  Inc. 


HCHP  is  an  independent,  nonprofit  organization  which  has 
been  in  existence  since  1985  providing  quality  health  care  for 
Washington's  homeless  population.  Our  organization  provides  primary 
medical  care,  case  management,  psychiatric  services  and  substance 
abuse  counseling  to  approximately  10,000  homeless  individuals  and 
families.  HCHP  has  a  staff  of  60  full  time  medical  personnel 
including  physicians,  psychiatrists,  nurse  practitioners,  nurses, 
medical  assistants  and  case  managers.  We  are  currently  operating 
11  clinics  in  emergency  shelters  and  a  mobile  outreach  van  which 
provides  primary  medical  services,  mental  health  assessments, 
referral  and  case  management  services  to  individuals  who  congregate 
in  public  parks,  on  street  grates  and  in  other  non-shelter 
locations. 

In  recent  years,  HCHP  has  enhanced  medical  services  to 
patients  with  Human  Immunodeficiency  Virus  (HIV)  and  Acquired 
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Immunodeficiency  Syndrome  (AIDS) .  A  specially-trained  staff 
operates  a  Day  Center  for  these  patients  providing  primary  nursing 
care,  counselling,  patient  education,  recreational  therapy  and 
nutrition  enhancement.  In  1992  a  Special  Care  Unit  was  opened  to 
provide  24  hour  care  to  patients  with  advanced  stages  of  AIDS. 

Our  organization  has  linkages  with  community  resource  groups 
and  public  sector  agencies.  Cooperative  relationships  exist 
with  the  DC  Commission  of  Public  Health,  the  DC  Commission 
of  Mental  Health  and  the  DC  Commission  on  Social  Services.   These 
entities  are  the  means  by  which  we  obtain  access  to  secondary  and 
tertiary  medical  and  mental  health  services  for  the  patients  seen 
in  our  clinic. 


HCHP  Health  Care  Delivery  System  and  the  Shortfalls 


I  would  say  that  the  HCHP  system  more  nearly  approaches  the  single 
payer  model  of  health  care  delivery.  Financially,  we  exist  through 
grant  funding.  Our  current  federal  grants  include  a  McKinney  Grant; 
an  HIV  services  grant  -  Ryan  White  III-  Early  Intervention  and 
Treatment  grant ($476, 160)  ;  and  a  Ryan  White  Title  I  grant ($80, 000)  . 

Our  McKinney  grant  is  our  single  largest  source  of  revenue  and 
supports  almost  50%  of  our  work.  The  amount  projected  for  FY93 
is  $1,616,862. 

Other  revenues  sources  include  a  contract  with  the  Commission  of 
Public  Health($689,585) ,  Comic  Relief ($175, 00)  and  a  Foothealth 
Foundation  Grant ($7, 000)  through  the  American  Pediatric  Medical 
Association. 

The  advantages  of  the  HCHP  structure,  to  me  as  a  provider,  are  that 
I  am  not  required  to  concern  myself  with  the  every  day  fiscal 
concerns  of  running  a  medical  practice.  Supplies,  pharmaceuticals, 
wages,  hiring  and  accounts  receivable  are  handled  through  our 
main  office.  My  concern  is  solely  the  provision  and  access  of 
medical  care  to  my  patients. 

I  prescribe  drugs  from  a  formulary  list  of  medications,  can  order 
any  laboratory  test  available  to  the  general  population  through 
laboratory  and  pathological  services  provided  at  no  cost  to  us 
from  a  local  hospital.   Our  clinic  is  in  a  room  that  is  a  quarter 
the  size  of  this  committee  room. 
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This,  on  its  face,  appears  to  be  ideal,  and,  in  fact,  we  superbly 
manage  the  medical  problems  that  do  not  require  specialist  care 
in  our  clinic.   The  problems  with  accessing  specialist  care  are 
when  this  system  falls  short. 

We  have  developed  referral  forms  in  our  organization  which 
delineate  our  clinical  findings  and  outline  what,  if  any, 
procedures  we  have  performed  during  our  workup  of  the  patients. 
These  are  given  to  our  patients  as  they  go  for  their  appointments 
with  designated  specialty  medical  service  providers.  We  make  the 
appointments  for  our  patients  and  will  give  tokens  to  pay  for  their 
transportation  costs.  Then,  it  as  though  they  enter  a  maze  called 
the  public  health  system. 

We  are  experiencing  difficulty  in  accessing  the  public  health 
system  for  our  patients.  When  the  homeless  lose  their  homes,  they 
not  only  lose  their  shelter  but  many  also  lose  their  self-respect 
and  dignity.  These  individuals  may  smell,  or  have  lice.  To  some 
they  are  not  desirable.  They  often  have  mental  illness  and  impaired 
social  skills.  They  may  be  rude.  To  say,  at  times,  that 
interacting  with  these  individuals  requires  a  goodly  amount  of 
patience  is  true.  However  there  must  be  respect  for  them  as 
members  of  our  society. 


Analysis  of  the  Health  Care  Reform  Proposals 
Managed  Care  System 


The  proposal  for  coverage  through  managed  competition  requiring  the 
purchase  of  medical   services  through   a   regional   purchasing 
cooperative  is  attractive.  The  problems  that  I  see  with  this 
approach  however,  are  the  following: 

.  Will  homeless  persons  be  covered  by  the  same  Health 
Insurance  Purchasing  Cooperative  (HIPC)  as  the  rest 
of  the  general  population? 

As  I  understand  this  system,  employers  and  employees 
pay  into  the  system  which  entitles  them  to  receive 
a  medical  benefits  package.  The  homeless  will  in  many 
cases  be  unable  to  meet  this  requirement. 

.  Will  a  card  or  a  place  of  residence  be  required  to 

access  the  system?  The  access  factor  must  be  addressed  for. 
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as  in  many  European  societies,  residency  requirements 
drive  the  homeless  to  the  Emergency  Rooms,  a  scenario 
similar  to  the  circumstances  in  this  country  before 
McKinney  grants  were  enacted  to  now  provide  health  care 
services  to  homeless  people  in  over  130  cities. 

.  Who  will  oversee  the  services  provided  to  the  homeless 
and  indigent  populations  within  this  structure? 
Community  based  organizations  who  provide  medical  care 
to  the  homeless  in  this  city  help  to  decrease  the  use  of 
Emergency  Rooms  and  out-patient  clinics  in  the  public 
sector.  There  exist  good  interagency  and  intraagency 
communication  regarding  a  patient's  medical  history. 
Without  oversight,  referral  to  a  secondary  or  tertiary 
facility  means  patients  often  undergo  unnecessary  repeat 
testing  and  some  patients  are  inappropriately  discharged 
from  hospitals. 

.  If  managed  plans  are  to  be  developed,  what  incentives  will 
be  put  in  place  to  encourage  more  physicians  and  health 
care  providers  to  participate?  The  current  Medicaid 
reimbursement  rates  and  slow  collection  are  disincentives 
to  participate  in  the  system.   Our  organization  would  not 
able  to  exist  solely  on  these  reimbursement  levels  due 
to  the  amount  of  outreach  needed  to  serve  the  homeless. 

.  DC  General  Hospital  is  the  mainstay  for  referral  of  our 
patients  for  specialist  and  emergency  care.  Currently  a 
patient  can  wait  from  as  long  as  two  weeks  to  six  months 
for  an  out  patient  clinic  appointment. 

.  Will  more  funds  be  appropriated  to  analyze  the  problems 
which  cause  inordinate  waiting  times?  Will  more  funds  be 
appropriated  for  the  necessary  increase  in  personnel  to 
serve  the  underserved? 

The  greatest  shortcoming  of  the  Managed  Care  system,  as 
it  relates  to  health  care  access  and  delivery  to  the  homeless,  is 
that  it  fails  to  address  the  special  needs  of  this  population 
and  the  subsequent  need  for  outreach  services  that  will  not  be 
needed  in  the  general  population.  It  will,  therefore,  be  necessary 
to  leave  funding  in  place  for  organizations  that  provide  health 
care  and  outreach  services  to  the  homeless  through  McKinney  grants, 
or  insure  that  these  aspects  of  are  adequately  provided  for  in  a 
managed  care  system. 
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All  Payer  System 

In  an  all  payer  system,  the  issue  of  access  is  again  important 
to  the  homeless.  The  notion  of  freedom  to  choose  any  physician  is 
difficult  to  imagine  for  people  who  are  not  welcomed  on  our  park 
benches.  We  should  be  mindful  of  the  experience  in  England 
whereby  the  poor  and  homeless  in  East  London  were  receiving 
inadequate  medical  care  despite  the  large  numbers  of  teaching 
institutions,  medical  specialists,  and  over  150  hospitals. 

The  primary  benefit  of  an  all-payer  system  is  the  use  of  current 
Medicare  codes  now  used  many  medical  practices  ajid  hospitals.  The 
nation's  medical  community  is  already  familiar  with  its  nuances  and 
a  universal  form  would  reduce  administrative  costs. 


Single  Payer  System 

Overall,  the  simplicity  of  this  system  is  its  greatest  asset, 
as  it  will  base  its  health  care  budget  on  the  health  of  the 
nation's  economy.  Measures  to  curb  rising  pharmaceutical  cost  must 
be  implemented  as  in  the  German  national  health  insurance  system 
in  order  to  contain  costs.  German  measures  include: 

.  encouraging  physicians  to  use  medications  from 
a  formulary  of  approved  drugs 

.  making  available  to  Germany  citizens  newer  and  more 
costly  drugs  that  have  been  proven  to  be  more  effective 

.  Making  pharmaceutical  companies  and  physicians  pay 
for  expenditures  over  a  certain  percentage  of  the 
pharmaceutical  budget  allocated  for  a  given  year. 

The  single  payer  system  as  it  exist  in  England  post-health  care 
reforms,  and  the  introduction  of  General  Practitioner  (GP) 
Fundholders,  is  another  element  necessary  to  effectively  and 
efficiently  serve  the  homeless  in  this  country.  The  GP  Fundholder 
system  in  England  is  a  system  whereby  physicians  who  register  as 
GP  Fundholders  are  given  a  yearly  budget  with  which  to  provide 
medical  services  to  their  patients.  This  GP  Fundholding  system 
could  take  the  place  of  the  current  Mckinney  grants  if  adequate 
risk  assessments  were  performed,  making  funding  available  for 
special  communities  like  the  homeless.  Factors  such  as  outreach  in 
the  homeless  community,  better  provision  of  community-based 
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services  could  be  included  in  assessing  the  funding  needs  of  the 
homeless. 


Summary 


In  summary,  the  success  of  HCHP  and  other  organizations  across 
this  nation  that  provide  health  care  to  the  homeless  is  based 
on  our  patients'  easy  access  to  our  clinics  and  our  aggressive 
outreach  to  those  who  are  in  need.   We  see  the  need  for  universal 
health  insurance  coverage  for  all  in  this  country  as  necessary 
for  the  homeless  to  receive  comprehensive  care  without  the 
additional  stigma  of  a  person  who  is  unable  to  pay  for  what  should 
be  the  right  of  all  citizens  in  a  democratic  society  that  promises 
life,  liberty,  and  the  pursuit  of  happiness. 
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Dr.  Wilson.  Thank  you,  Mr.  Chairman.  Good  afternoon,  Chair- 
man Stark  and  members  of  the  committee. 

I  am  Dj--  Adrian  Wilson,  president  of  the  Doctors  Council  of  the 
District  of  Columbia.  The  Doctors  Council  is  a  labor  union  repre- 
senting dentists,  physicians,  and  podiatrists  employed  by  the  Dis- 
trict. Our  members  provide  front-line  medical  care  for  the  Dis- 
trict's ambulatory  care  clinics,  St.  Elizabeth's  Hospital,  mental 
health  clinics,  nursing  homes,  and  drug  and  alcohol  treatment  fa- 
cilities, and  the  corrections  facilities  of  the  District. 

Studies  are  published  year  after  year  which  reveal  that  the  Dis- 
trict leads  the  country  in  the  highest  infant  mortality,  oral  cancer, 
and  preventable  death  rates,  and  our  members  confront  the  reali- 
ties of  these  statistics  each  day  in  our  clinics.  Regardless  of  the 
label  applied  to  the  inevitable  health  reform,  we  as  public  health 
clinicians  believe  that  its  success  will  depend  on  the  general  key 
elements,  several  elements. 

Reform  must  have  as  its  primary  goal  the  improved  health  of  our 
community.  Any  system  designed  primarily  to  save  money  will 
most  certainly  fail  in  every  respect.  If  anjrthing,  the  District  health 
care  is  currently  underfunded.  Health  care  reform  must  assure 
universal  access  and  comprehensive  coverage.  With  the  worst 
health  statistics  in  the  country,  the  District  needs  to  pay  more  fo- 
cused attention  to  our  community.  Any  reform  which  provides  a 
low-base  line  of  coverage  to  which  one  might  add  if  one  has  the  fi- 
nancial resources  would  automatically  cut  out  our  most  health 
needy  citizens. 

Access  must  include  coverage  for  dental  services  and  nursing 
home  dental  care.  The  District's  refusal  to  cover  these  critical 
health  services  under  medicaid  has  contributed  to  our  high  rate  of 
mortality  from  oral  cancer  as  well  as  the  delayed  diagnosis  and 
treatment  of  other  diseases  which  often  manifest  themselves  first 
in  the  oral  cavity. 

Access  must  include  preventative  care  services  as  well  as  mental 
services  as  well  as  long-term  services.  Access  must  also  include  the 
strengthening  of  the  neighborhood  clinic  network.  The  community 
clinics  are  a  trusted  health  resource  which  the  District  has  con- 
tinuously underfunded  and  underutilized.  This  has  cost  the  District 
dearly  and  increased  emergency  room  and  hospitalization  costs. 

Health  reform  must  ensure  that  the  clinics  become  fully  staffed 
as  health  wellness  centers  which  provide  preventative  services  to 
our  community.  Health  care  reform  must  place  a  high  priority  on 
provider  choice  in  order  that  the  critical  relationship  between  the 
patient  and  the  doctor  are  fostered.  The  contribution  of  this  rela- 
tionship to  the  improved  health  and  well-being  of  the  patients 
should  not  be  underestimated. 

The  provision  of  public  health  services  is  a  time-consuming  proc- 
ess. Our  community  requires  health  education,  aggressive  followup, 
and  home-care  services  and  other  specialized  health  services  if  we 
are  to  recapture  the  long-term  health  of  our  community.  We  feel 
that  because  of  the  time  required  to  follow  patients  with  adverse 
health  profiles,  the  managed  care  concept  is  not  a  feasible  model 
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for  the  District.  Managed  care's  track  record  has  been  less  than  a 
success  in  the  District's  medicaid  population. 

First,  managed  care  has  not  changed  the  District's  health  statis- 
tics. Second,  at  least  one  quarter  of  the  current  enrollees  return 
back  to  their  neighborhood  clinics  for  care  often  for  an  environ- 
ment and  provider  whom  they  know  and  trust.  Third,  managed 
care  providers  have  not  taken  the  time  needed  to  aggressively  pro- 
vide health  care  education  and  followup. 

With  our  troubled  population,  health  care  professionals  must  ag- 
gressively draw  patients  into  the  medical  and  dental  facilities  for 
the  preventive  education  and  treatment.  Finally,  there  is  no  reli- 
able evidence  from  any  source,  including  the  Congressional  Budget 
Office,  that  managed  care  has  significantly  reduced  the  health  care 
costs  or  improved  access.  This  is  not  the  model  to  rely  on  for  turn- 
ing the  tide  on  the  District's  health  care  problems. 

In  summary.  District  health  care  reform  must  be  used  as  a 
means  to  assure  access  to  comprehensive  health  care  for  all  D.C. 
residents.  Health  care  workers  must  have  the  time  and  the  clinical 
autonomy  to  provide  the  preventive  care  and  health  education 
which  will  reap  generational  benefits  to  this  community.  We  would 
favor  a  plan  which  provides  the  elements  I  have  described  and 
which  converts  current  excessive  administrative  costs  to  direct  care 
funds.  The  Doctors  Council  stands  ready  to  work  with  you  toward 
this  goal. 

Thank  you  for  this  opportunity  to  address  the  committee  today. 

The  Chairman.  Thank  you  very  much. 

Dr.  Weiss. 

[The  prepared  statement  of  Dr.  Wilson  with  attachment  follows:] 
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Good  morning,  Chairman  Stark,  and  committee  members.  I  am  Dr.  Adrian  Wilson,  president  of  the 
Doctors  Council  of  the  District  of  Columbia.  The  Doctors  Council  is  a  labor  union  representing 
dentists,  physicians,  and  podiatrists  employed  by  the  District.  Our  members  provide  front  line  medical 
care  in  the  District's  ambulatory  care  clinics,  St  Elizabeths  Hospital,  mental  health  clinics,  nursing 
homes,  drug  and  alcohol  treatment  facilities,  and  in  the  correctional  facilities.  Studies  are  published 
year  after  year  which  reveal  that  the  District  leads  the  country  in  the  highest  infant  mortality,  oral 
cancer,  and  preventable  rates;  our  members  confront  the  reality  of  these  statistics  each  day  in  our 
clinics. 

Regardless  of  the  label  applied  to  the  inevitable  health  reform,  we  as  public  health  clinicians  believe 
that  it's  success  depends  upon  several  key  elements. 

Reform  must  have  as  its  primary  goal  the  improved  health  of  our  community.  Any  system  designed 
primarily  to  save  money  will  most  certainly  fail  in  every  respect  If  anything.  District  health  care  is 
currently  under  fimded. 

Health  care  reform  must  assure  universal  access  and  comprehensive  coverage.  With  the  worst  health 
statistics  in  the  country,  the  District  needs  to  pay  more  focussed  attention  to  our  community.  Any 
reform  which  provides  a  low  baseline  of  coverage  to  which  one  might  add  if  one  has  the  financial 
resources  will  automatically  cut  out  our  most  health  needy  citizens.  Access  must  include  coverage 
to  adult  dental  services  and  nursing  home  dental  care.  The  District's  refusal  to  cover  these  critical 
health  care  services  under  medicaid  has  contributed  to  our  high  rate  of  mortality  from  oral  cancer;  as 
well  as  to  the  delayed  diagnosis  and  treatment  of  other  diseases  which  often  manifest  themselves  first 
in  the  oral  cavity.  Access  must  include  preventive  care  services,  as  well  as  mental  health  services, 
and  long  term  care.  Access  must  also  include  the  strengthening  of  the  neighborhood  clinic  network. 
The  community  clinics  are  a  trusted  health  resource  which  the  District  has  continuously  imder  fimded 
and  under  utilized.  This  has  cost  the  District  dearly  in  increased  emergency  room  and  hospitalization 
costs.  Health  reform  must  assure  that  the  clinics  become  fully  staffed  health  welhiess  centers  which 
provide  preventive  services  to  our  community. 

Health  care  reform  must  also  place  a  high  priority  on  provider  choice,  in  order  that  the  critical 
relationship  between  patient  and  doctor  be  fostered.  The  contribution  of  this  relationship  to  the 
improved  health  and  well  being  of  the  patient  should  not  be  underestimated. 
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The  provisfon  of  public  health  services  is  a  time  consuniing  process.  Our  community  requires  public 
health  education,  aggressive  follow  up,  home  health  care  services,  and  other  specialized  health  services 
if  we  are  to  recapture  the  long  term  health  of  our  Community;  we  feel  that  because  of  the  time 
required  to  follow  patients  with  adverse  health  profiles,  the  managed  care  concept  is  not  a  feasible 
model  for  the  District.  Managed  care's  track  record  has  been  less  than  a  success  to  the  District's 
medicaid  population.  First,  managed  care  has  not  changed  the  District's  health  statistics.  Second,  at 
least  one  quarter  of  current  enrollees  return  back  to  their  neighborhood  clinic  for  care,  opting  for  an 
environment  and  provider  whom  they  know  and  trust.  Third,  managed  care  providers  have  not  taken 
the  time  needed  to  aggressively  provide  health  education  and  follow  up.  With  our  troubled  population, 
health  care  professionals  must  aggressively  draw  patients  into  medical  and  dental  facilities  for 
preventive  education  and  treatment.  Finally,  there  is  no  reliable  evidence  from  afiy  source,  including 
the  Congressional  Budget  Office,  that  managed  care  has  significantly  reduced  health  care  costs,  or 
improved  access.  This  is  not  the  model  to  rely  upon  for  turning  the  tide  on  the  District's  Tiealth 
problems. 

In  summary,  District  health  care  reform  must  be  used  as  means  to  assure  access  to  comprehensive 
health  care  for  all  DC  residents.  Health  care  workers  must  have  the  time  and  clinical  autonomy  to 
provide  the  preventive  care  and  health  education  which  will  reap  generational  benefits  to  this 
community.  We  would  favor  a  plan  which  provides  the  elements  I  have  described,  and  which  converts 
current  excessive  administrative  costs  to  direct  care  fiinds. 

The  Doctors  Council  stands  ready  to  work  with  you  toward  this  goal. 

Thank  you  for  this  opportunity  to  address  this  committee  today. 
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Statement  Summary 

I.     Doctors  Council  composition 

1.   DC  government  physicians,  dentists,  podiatrists; 

n.   Requirements  of  health  reform 

1.  Primary  goal  to  improve  District  citizens  health; 

2.  Universal  access,  coverage,  including  adult  dental,  preventive  care,  mental  health; 

3.  Provider  choice. 

III.  Problems  in  managed  care 

1 .  No  evidence  of  cost  savings 

2.  No  evidence  of  improved  health  results  or  improved  access 
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STATEMENT  OF  HAROLD  WEISS 

Dr.  Weiss.  Good  afternoon,  Congressman  Stark  and  members  of 
the  committee. 

I  am  Harold  Weiss,  president  of  the  Medical  Society  of  the  Dis- 
trict of  Columbia,  which  represents  over  3,500  physicians  who  work 
and/or  live  in  the  District  of  Columbia.  I  am  also  an  internist  and 
pulmonary  physician  at  Providence  Hospital  in  the  northeast 
sector  of  town,  and  I  am  involved  with  the  training  program  of  in- 
ternal medicine  in  that  institution. 

The  Medical  Society  is  grateful  that  you  are  holding  these  hear- 
ings and  showing  such  strong  interest  in  health  policy  as  it  relates 
to  the  District.  Let  me  open  by  saying  that  in  light  of  the  national 
focus  on  health  care  reform,  MSDC  has  begun  to  revisit  its  own 
policy  on  comprehensive  health  care  and  will  be  finalizing  its  offi- 
cial policy  later  this  month. 

MSDC  has  been  a  leading  advocate  of  health  care  reform  in  the 
District  and  has  made  formal  presentations  regarding  comprehen- 
sive health  coverage  of  the  District  residents  in  each  of  the  last  two 
D.C.  Council  periods.  I  believe  that  you  were  a  participant  in  the 
most  recent  hearings  before  D.C.  Council  member  John  Ray's  D.C. 
Consumer  and  Regulatory  Affairs  Committee  as  well. 

In  the  past,  our  proposal  for  reform  has  been  based  on  the  Amer- 
ican Medical  Association's  Health  Access  America  Program,  which 
primarily  calls  for  universal  access  to  health  care  via  insurance  of- 
fered by  employer  mandate.  MSDC  has  adopted  almost  all  of  its 
principles,  with  the  exception  of  repeal  of  State  mandates.  Our  pri- 
mary reason  for  our  diversion  with  the  AMA  on  this  issue  is  due  to 
the  increased  need  in  special  areas  of  the  District's  population,  in 
areas  such  as  mental  health  and  substance  abuse,  well  child  care, 
breast  cancer  screening,  as  well  as  others. 

The  District  is  different  than  all  other  jurisdictions  in  the  coun- 
try. Its  population  is  almost  exclusively  urban,  predominantly 
black,  and  includes  a  significant  number  of  low-income  patients. 
The  health  care  needs  in  the  District  are  strongest  when  it  comes 
to  special  health  care  reform  needs  such  as  preventive  care,  sub- 
stance abuse,  mental  health,  cancer-related  diseases,  infant  mortal- 
ity, the  spread  of  AIDS,  increase  in  tuberculosis,  and  other  related 
diseases  in  addition  to  its  large  population  of  uninsured  and  under- 
insured  residents.  Any  program  targeted  at  comprehensive  reform 
must  address  these  areas  in  a  serious  fashion  if  it  aims  to  address 
the  health  needs  of  District  residents. 

Regarding  cost  containment,  our  health  care  reform  proposal  has 
also  included  adoption  of  medical  malpractice  reform.  Physicians  in 
the  District  are  unfairly  subject  to  overwhelming  insurance  premi- 
ums that  serve  as  an  incentive  for  them  to  take  their  practices 
elsewhere,  especially  in  this  era  of  health  care  reform,  ^yhen  con- 
trolling costs  is  such  a  priority.  The  cost  of  malpractice  insurance 
continues  to  increase  in  the  District  mainly  because  of  lack  of 
action  by  the  D.C.  Council  on  this  issue.  We  have  sought  legislation 
in  this  area  since  1974,  before  home  rule,  and  the  D.C.  Council  has 
yet  to  even  vote  on  this  kind  of  legislation. 

Over  the  past  decade,  we  have  seen  the  number  of  doctors  triple 
in  northern  Virginia  and  practically  double  in  surrounding  Mont- 
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gomery  and  Prince  Georges  Counties  while,  outside  of  expansion  on 
hospital  grounds,  the  number  of  physicians  in  the  District  has  de- 
creased. Both  Maryland  and  Virginia  have  adopted  medical  mal- 
practice reforms.  Maryland,  in  fact,  strengthened  its  laws  during 
the  most  recent  general  assembly  session. 

These  chronic  health  problems  will  not  be  reduced  if  there  are 
not  adequate  numbers  of  physicians  treating  patients.  This  meas- 
ure has  not  only  the  support  of  medicine,  including  the  D.C.  Hospi- 
tal Association,  the  D.C.  Nurses  Association,  and  the  D.C.  Associa- 
tion of  Health  Maintenance  Organizations,  and  also  groups  ranging 
from  the  National  Commission  to  Prevent  Infant  Mortality,  the 
Better  Babies  Project,  the  D.C.  Federation  of  Civic  Associations, 
Kiwanis,  the  Archdiocese  of  Washington,  the  Zaccheus  Free  Clinic, 
and  the  D.C.  Act-Up,  to  name  a  few.  Howard  University  President 
Dr.  Franklyn  Jenifer  gave  testimony  before  the  D.C.  Council  in 
support  of  the  bill. 

This  is  not  just  an  issue  about  doctors  and  other  health  care  pro- 
viders. Broad  segments  of  Washington,  DC,  support  the  current 
medical  malpractice  reform  bill,  10-5,  the  D.C.  Health  Occupations 
Revision  Act  of  1985,  Amendment  Act  of  1993,  pending  in  the  Dis- 
trict. The  D.C.  Council,  in  spite  of  this  broad  support,  remains  un- 
moved and  continues  to  place  this  issue  on  the  back  burner.  If  sig- 
nificant malpractice  reform,  which  includes  limitations  on  recovery 
of  noneconomic  damages  of  $350,000,  which  is  the  current  Mary- 
land limit,  is  not  adopted  by  the  D.C.  Council  or  by  Congress,  pa- 
tients will  continue  to  suffer  problems  with  access  to  health  care  in 
the  District  and  more  physicians  will  leave  the  District. 

Cost  containment  has  often  been  presented  in  the  form  of  man- 
aged care  and  competition.  While  there  are  some  positive  aspects  to 
different  types  of  delivery  systems,  no  one  system  should  be  pro- 
moted over  the  other.  Much  of  managed  care  s  expenses  end  up  in 
administrative  costs,  including  utilization  review  and  other  types  of 
similar  activity,  instead  of  in  health  care  delivery.  We  have  had  a 
long  concern  that  managed  care  often  turns  out  to  resemble  man- 
aging cost  as  compared  to  care,  thus  affecting  the  quality  of  care 
that  patients  receive.  Even  the  HHS  inspector  general  questioned 
the  wisdom  of  spending  $13.3  million  to  save  $1.4  million  in  unnec- 
essary care.  Questions  regarding  real  expenditures  of  health  care 
dollars  in  managed  care  should  be  examined  by  this  committee. 

Reduction  of  administrative  costs  is  a  major  factor  in  cost  con- 
tainment. This  includes  reducing  the  antihassle  factor  among  pro- 
viders and  standardizing  claims  forms.  Until  we  can  get  some 
handle  on  the  demand  for  medical  care,  our  costs  will  not  come 
under  control.  We  need  to  make  use  of  preventive  medicine.  We 
need  to  reduce  the  impact  of  violence,  the  impact  of  substance  and 
drug  abuse,  on  our  health  care  system.  Without  it,  demand  will 
continue  to  drive  the  system. 

Additionally,  patients  should  have  the  freedom  of  choice  to 
choose  not  only  their  health  care  system  but  their  own  provider  of 
health  care  as  well.  Physicians,  in  turn,  should  have  the  right  to 
earn  a  living  in  the  manner  they  see  fit  and  are  most  comfortable. 
Our  support  for  any  managed  competition  proposal  is  reliant  upon 
support  of  certain  principles,  including  relief  from  existing  anti- 
trust laws  with  respect  to  the  right  of  physicians  and  physician  or- 
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ganizations  to  engage  in  group  negotiations  with  purchasers,  man- 
aged care  entities,  and  third-party  payers  on  issues  of  cUnical  au- 
tonomy, quality,  and  costs;  and,  to  modification  of  ERISA  laws  to 
provide  for  the  appropriate  regulation  of  self-insured  health  benefit 
programs;  three,  adequate  physician  representation  on  any  board 
or  commission  established  as  part  of  a  managed  competition  plan; 
and,  four,  preservation  of  freedom  of  choice  for  patients  to  choose 
their  doctor  and  providers,  choose  their  method  in  earning  a  living. 

MSDC  would  not  support  any  proposals  enacting  either  price 
controls  or  strict  global  budgets.  They  have  been  tried  in  the  past, 
and  they  simply  do  not  work.  Upon  review  and  approval  of  our 
board  of  trustees,  I  will  be  happy  to  forward  our  revised  policy  on 
health  care  reform  to  the  committee. 

In  regard  to  the  questions  that  were  posed,  I  would  like  to  com- 
ment on  just  two.  As  far  as  managed  competition,  the  impact 
would  depend  on  the  benefits  of  the  package,  the  reimbursement 
provided  to  physicians  under  the  package,  the  access  that  patients 
have  to  the  provider  of  their  choice,  coupled  with  the  access  that 
providers  have  to  managed  care  networks  under  the  program. 

In  addition,  if  any  managed  care  proposals  do  not  adequately 
deal  with  the  hassle  factors  that  physicians  face  every  day,  then 
physicians  will  continue  to  spend  more  time  fighting  with  adminis- 
trators rather  than  treating  patients.  Our  own  experiences  suggest 
that  managed  care  has  served  to  increase  daily  administrative 
costs  and  hassles  for  physicians  rather  than  decrease  them. 

Finally,  I  must  say  a  word  about  D.C.  General.  I  did  my  intern- 
ship there.  I  went  back  for  a  fellowship  in  pulmonary  medicine, 
and  I  everyday  feel  very  proud  of  the  training  they  provided  me. 
D.C.  General  has  served  as  a  safety  net  for  many  in  need  of  health 
care  in  the  District.  The  population  is  heavily  dependent  upon 
health  care  services  that  D.C.  General  provides,  a  very  difficult 
population  to  manage,  and  any  discussion  of  health  care  reform 
must  take  into  account  the  burden  of  uncompensated  care  that 
inner-city  hospitals  would  have  to  provide.  The  closure  of  D.C.  Gen- 
eral would  result  in  a  reduction  of  approximately  400  acute  beds 
which  would  put  a  strain  on  nearby  hospitals  forced  to  take  up  the 
slack. 

Thank  you  again  for  the  privilege  of  addressing  you. 

[The  prepared  statement  of  Dr.  Weiss  with  attachment  follows:] 
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Good  morning.  Congressman  Stark  and  Members  of  the  Committee.  I  am  Harold  Weiss.  M.D., 
President  of  the  Medical  Society  of  the  District  of  Columbia  (MSOC).  The  Medical  Society  represents 
over  3,500  physicians  who  work  and/or  live  in  the  District  of  Columbia. 

MSDC  is  grateful  that  you  are  holding  these  hearings,  and  showing  such  strong  interest  on  health 
policy  as  it  relates  to  the  District  Let  me  open  by  saying  that  in  light  of  the  national  focus  on  health  care 
reform,  MSOC  has  begun  to  revisit  its  own  policy  on  comprehensive  health  care,  and  will  be  finalizing 
its  official  policy  later  this  month.  MSDC  has  been  a  leading  advocate  of  health  care  reform  in  the 
District,  and  has  made  formal  presentations  regarding  comprehensive  health  coverage  of  District  resi- 
dents in  each  of  the  last  two  DC  Council  periods.  I  believe  that  you  were  a  participant  in  the  most 
recent  hearings  before  D.C.  Councilmember  John  Ray's  Consumer  and  Regulatory  Affairs  Committee 
as  well. 

In  the  past,  our  proposal  for  reform  has  been  based  on  the  American  Medical  Association's  "Health 
Access  America"  program,  which  primarily  calls  for  an  employer  mandate.  MSDC  has  adopted  almost 
all  of  its  principles,  with  the  exception  of  repeal  of  state  mandates.  Our  primary  reason  for  our  diver- 
gence with  the  AMA  on  this  issue,  is  due  to  the  increased  need  in  special  areas  of  the  District's  popula- 
tion, in  areas  such  as  mental  health  and  substance  abuse,  well-child  care,  breast  cancer  screening,  as  well 
as  others.  The  District  is  different  than  all  otherjurisdictions  in  this  country.  Its  population  is  almost 
exclusively  urban,  predominantly  black  and  includes  a  significant  number  of  low-income  patients.  The 
health  care  needs  in  the  District  are  strongest  when  it  comes  to  special  health  care  reform  needs  such  as 
preventive  care,  substance  abuse,  mental  health,  cancer-related  diseases,  infant  mortality,  the  spread  of 
AIDS  and  other  related  diseases,  in  addition  to  its  large  population  of  uninsured  and  underinsured 
residents.  Any  program  targeted  at  comprehensive  reform  must  address  these  areas  in  a  serious  fashion 
if  it  aims  to  address  that  health  care  needs  of  District  residents. 

Regarding  cost  containment,  our  health  care  reform  proposal  has  also  included  adoption  of  medical 
malpractice  reform.  Physicians  in  the  Disuict  are  unfairly  subject  to  overwhelming  insurance  premiums 
that  serve  as  an  incentive  for  them  to  take  their  practices  elsewhere,  especially  in  this  era  of  health  care 
reform  when  conU"olling  costs  are  such  a  priority.  The  costs  of  malpractice  insurance  continues  to 
increase  in  the  District,  mainly  because  of  lack  of  action  by  the  DC  Council  on  this  issue.  We  have 
sought  legislation  in  this  area  since  1974  (before  Home  Rule),  and  the  DC  Council  has  yet  to  even  vote 
on  this  kind  of  legislation.  Over  the  past  decade,  we  have  seen  the  numbers  of  doctors  triple  in  Northern 
Virginia,  and  practically  double  in  surrounding  Montgomery  and  Prince  George's  counties,  while 
outside  of  expansion  on  hospital  grounds,  the  numbers  of  physicians  in  the  District  has  decreased.  Both 
Maryland  and  Virginia  have  adopted  medical  malpractice  reform  measures  (Maryland,  in  fact,  strength- 
ened their  laws  during  the  most  recent  General  Assembly  session). 

These  chronic  health  problems  will  not  be  reduced  if  there  are  not  adequate  numbers  of  physicians 
treating  patients.  This  measure  not  only  has  the  support  of  medicine,  including  the  DC  Hospital  Asso- 
ciation, the  DC  Nurses  Association,  and  the  EXZ  Association  of  Health  Maintenance  OrganLiations.  but 
also  groups  ranging  from  the  National  Commission  to  Prevent  Infant  Mortality,  the  "Better  Babies 
Project,"  the  DC  Federation  of  Civic  Associations,  Kiwanis.  Inc..  the  Archdiocese  of  Washington, 
Zaccheus  Free  Clinic,  and  DC  Act-Up,  to  name  a  few.  Howard  University  President  Dr.  Franklyn 
Jenifer  gave  testimony  before  the  DC  Council  in  support  of  the  bill.  This  is  not  just  an  issue  about 
doctors  and  other  health  care  providers;  broad  segments  of  Washington.  DC  supports  the  current 
medical  malpractice  reform  bill  (Bill  10-5.  the  "  D.C.  Health  Occupations  Revision  Act  of  1985  Amend- 
ment Act  of  1993")  pending  in  the  District  The  DC  Council,  in  spite  of  this  broad  support,  remains 
unmoved,  and  continues  to  place  this  issue  on  the  back  burner.  If  significant  malpractice  reform,  reform 
which  includes  limitations  on  recovery  of  non-economic  damages  of  $350,000  (the  current  Maryland 
limit)  is  not  adopted  by  either  the  DC  Council  or  by  Congnsss.  patients  will  continue  to  suffer  problems 
with  access  to  health  care  in  the  District,  and  more  and  more  physicians  will  leave  the  District 

Cost  containment  has  often  been  presented  in  the  form  of  managed  care  and  competition.  While 
there  are  some  positive  aspects  to  different  types  of  delivery  systems,  no  one  system  should  be  promoted 
over  the  other.  Much  of  managed  care's  expenses  end  up  in  administrative  costs,  including  utihzation 
review  and  other  types  of  similar  activity,  instead  of  in  health  care  delivery.  We  have  had  a  long  concern 
that  managed  care  often  turns  out  to  resemble  "managing  cost"  as  opposed  to  care,  thus  affecting  the 
quality  of  health  care  that  patients  receive.  Even  the  HHS  Inspector  General  questioned  the  wisdom  of 
spending  $  1 3.3  million  dollars  to  save  $  1 .4  million  dollars  in  unnecessary  care.  Questions  regarding  real 
expenditunss  of  health  care  dollars  in  managed  care  should  be  examined  by  this  Committee. 
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Additionally,  patients  should  have  the  freedom  of  choice  to  choose  not  only  their  own  health  care 
system,  but  their  own  provider  of  health  care  as  well.  Physicians,  in  turn,  should  have  the  right  to  earn  a 
living  in  the  manner  they  see  fit  and  are  most  comfortable.  Our  support  for  any  managed  competition 
proposal  is  reliant  upon  support  of  certain  principles  including:  ( 1 )  relief  from  existing  anliUTjst  laws 
with  respect  to  the  nght  of  physicians  and  physician  organizations  to  engage  in  group  negotiations  with 
purchasers,  managed  care  entities,  and  third  party  payors  on  issues  of  clinical  autonomy,  quality  and 
costs;  (2)  modificaljon  of  EiRISA  laws  to  provide  for  the  appropriate  regulauon  of  self-insured  health 
benefit  programs;  (3)  adequate  physician  representation  on  any  board  or  commission  established  as  part 
of  a  managed  competition  plan;  and  (4)  preservation  of  freedom  of  choice  for  patients  to  choose  their 
doctor,  and  providers  to  choose  their  method  in  earning  a  living.  MSDC  would  not  support  any  propos- 
als enacting  either  price  controls  or  strict  global  budgets.  Price  controls  have  been  tried  in  the  past,  and 
they  simply  do  not  work.  Upon  review  and  approval  by  our  Board  of  Trustees,  I  wiU  be  happy  to 
forward  our  revised  policy  on  health  care  refoim  to  the  Committee. 

With  regards  to  your  questionnaire,  MSDC  provides  the  following  responses  to  your  questions: 

On  Managed  Competition: 

1.  The  impact  would  depend  on  the  benefits  in  the  package,  the  reimbursement  provided  to  physicians 
under  the  package,  the  access  the  patients  have  to  the  provider  of  their  choice  coupled  with  the 
access  that  providers  have  to  managed  care  networks  under  the  program,  and  the  specialty  of  the 
physician's  practice.  In  addition,  if  any  managed  care  proposals  do  not  adequately  deal  with  the 
"hassle  factors"  that  physicians  face  every  day,  then  physicians  will  continue  to  spend  more  time 
fighting  with  administrators  rather  than  treating  patients.  Our  own  experiences  suggest  that  man- 
aged care  has  served  to  increase  daily  administrative  costs  and  "hassles"  for  physicians  rather  than 
increase  them. 

2.  Providers  will  not  locate  in  certain  areas  to  practice  in  the  District  until  the  malpractice  question  is 
adequately  addressed.  Primary  care  providers  increasingly  cannot  afford  to  take  the  risk  of  provid- 
ing care  to  high-risk  populatioas  and  pay  exorbitant  malpractice  premiums.  After  a  certain  period  of 
time,  it  is  not  cost-effective  to  provide  that  much  care  in  underserved  areas.  As  a  physician,  you 
begin  paying  to  provide  those  services,  rather  than  being  reimbursed  for  those  services. 

3.  We  do  not  believe  that  with  the  current  restraints  on  the  District's  budget,  coupled  with  the  histori- 
cally inadequate  levels  of  reimbursement  for  Medicaid,  that  capitation  will  serve  to  bring  more 
physicians  into  providing  care  for  Medicaid  patients.  The  level  of  payment  would  not  begin  to 
approach  a  proper  level  for  the  level  of  care  needed  to  provide  health  care  at  a  reasonable  cost 

4.  Access  to  the  District's  Medicaid  program  will  continue  to  be  hindered  as  long  as  reimbursements 
remain  low.  While  I  cannot  speak  on  reactions  of  patients  to  being  in  managed  care,  I  can  say  that 
generally,  patients  want  more  access  to  physicians  than  they  have.  Increased  physician  reimburse- 
ment and  reductions  of  overhead  costs  (such  as  malpractice  premiums)  must  be  addressed  in  a 
serious  manner  if  access  is  to  be  increased. 

5.  As  I  have  stated  previously,  access  to  care  for  patients  will  not  be  increased  until  the  issues  involving 
malpractice  and  other  administrative  costs  and  "hassles"  are  adequately  addressed.  These  experi- 
ences might  suess  the  importance  of  coordination  of  health  care  for  those  patients  who  are  not  in  a 
system  of  care,  as  well  as  the  increased  health  care  needs  for  low-income  District  patients  in  certain 
areas.  A  "basic"  plan  in  a  managed  care  program  has  historically  not  addressed  certain  issues 
comprehensively,  such  as  cancer-related  diseases,  AIDS,  substance  abuse,  infant  mortality,  and  other 
indices  where  the  District  lags  behind  other  states. 

6.  EXT  General  Hospital  has  served  as  a  safety-net  for  many  in  need  of  health  care  in  the  District  The 
population  that  is  heavily  dependent  upon  health  care  services  that  DC  General  provides  is  a  very 
difficult  population  to  manage,  and  any  discussion  of  health  care  reform  must  take  into  account  the 
burden  of  uncompensated  care  that  inner-city  hospitals  have  to  provide.  We  su^ongly  oppose 
closure  of  DC  General  Hospital.  Hospitals  are  suffering  serious  financial  consequences  because  this 
issue  is  not  being  addressed  I  will  also  add  that  physicians  are  also  providing  a  great  deal  of  charity 
care  in  the  District,  and  that  has  served  as  a  burden  to  our  physician  population  as  well.  v 
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On  AU  Payor  'Tay"  or  'Tlav" 

1 .  We  believe  that  employers  should  "play"  in  the  new  health  care  system,  but  not  be  given  the  option 
to  "pay."  The  option  of  paying  would  be  too  strong  an  incentive  for  employers  to  avoid  complying 
with  necessary  benefits  for  the  general  population.  So  many  individuals  would  be  covered  if  cover- 
age was  mandated  for  employees;  it  would  be  counterproductive  to  offer  such  a  strong  incentive  to 
do  otherwise.  If  universal  coverage  were  available  for  all  citizens,  you  would  probably  see  an 
increased  demand  for  health  care  by  consumers,  as  well  as  an  increase  in  volume  of  patient  care  for 
practitioners.  This  increased  volume  would  likely  increase  overall  spending  on  health  care. 

1  would  add  that  as  you  increase  the  need  for  volume,  without  addressing  other  administrative  costs, 
the  time  that  a  physician  spends  with  his/her  patient  will  decrease.  This  will  only  result  m  decreasing 
the  quality  of  medical  care  that  patients  receive. 

2.  Mandating  Medicare  rates  would  devastate  the  great  majority  of  most  of  the  physician  practices  of 
District  residents,  as  would  be  a  dramatic  blow  to  health  care  for  District  residents.  This  would  be 
the  case  in  spite  of  the  exceptions  proposed  in  your  question. 

3.  It  depends  on  what  average  that  you're  talking  about  The  "conversion  factor"  for  the  RBRVS  fee 
schedule  for  the  District  is  inadequate,  and  if  this  were  duplicated  for  the  private  sector,  the  impact 
on  [>istrict  providers  would  be  substantial.  Again,  the  specific  overhead  costs  that  District  physi- 
cians must  pay  must  be  addressed  seriously  by  a  national  plan. 

4.  We  do  not  believe  that  you  can  achieve  improved  access  and  real  cost  containment  with  the  options 
presented.  A  better  method  of  achieving  these  goals  would  be  to  follow  the  principles  outlined  in 
the  AMA's  "Health  Access  America"  proposal  that  stresses  freedom  of  choice  for  patients  and 
physicians,  significant  medical  malpractice  reform,  real  administrative  costs  savings,  physician  input 
into  quality  issues,  and  access  to  care  for  all  individuals.  These  goals  would  be  accomplished 
without  affecting  either  the  quality  of  health  care  that  patients  receive,  or  the  stability  of  the  health 
care  system. 

Attempting  to  achieve  both  goals  with  the  options  proposed  would  have  serious  consequences  on 
both  access  to  care,  quality  of  care,  and  would  fail  to  achieve  real  savings. 


On  Single  Payor  Medicare  For  All 

We  do  not  believe  that  a  single  payor  system  would  benefit  physicians  in  any  manner.  The  govern- 
ment would  be  moving  into  an  area  that  can  and  should  be  handled  by  private  industry.  We  see  no 
evidence  that  the  government  would  serve  to  reduce  administrative  costs  and/or  "hassles"  in  any  sense. 
In  fact,  these  costs  would  likely  increase  in  a  single  payor  system. 

Thank  you  once  again.  Congressman  Stark,  for  holding  these  hearings.  I  will  be  glad  to  answer  any 
questions  that  you  have  on  my  comments. 


■3- 
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The  Chairman.  Doctor,  you  and  I  have  a  problem,  not  the  Dis- 
trict of  Columbia  issue  here,  but  I  hear  you  loud  and  clear  about 
malpractice. 

Dr.  Weiss.  Thank  you. 

The  Chairman.  That  is  pretty  easy  for  us  to  change,  but  it  is  not 
going  to  be  as  good  as  you  think.  We  have  a  pretty  good  bill  in 
California,  and  malpractice  premiums  are  still  going  up.  It  really 
does  not  solve  the  whole  problem. 

But  you  and  the  AMA  tell  us  that  you  are  not  going  to  support 
any  proposal  with  price  controls  or  a  strict  global  budget,  so  I  will 
tell  you,  I  am  not  going  to  give  you  any  malpractice  reform  until 
you  agree  to  some  kind  of  price  controls  or  budget.  How  is  that?  So 
we  have  some  negotiating  to  do,  you  and  me,  between  getting  from 
where  we  are  today  and  where  we  are  going. 

Now  that  does  not  really  have  anything  to  do  with  today's  topic, 
but  it  is  a  major  parting  of  the  ways  between  what  I  would  refer  to 
as  organized  medicine  and  how  much  money  we  have  left  in  the 
country,  probably  because  politicians  spent  too  much.  But  that  is 
going  to  have  to  be  something  that — we  will  wait  and  see  what  the 
President  suggests.  We  are  going  to  have  a  change  in  the  malprac- 
tice laws  that  I  think  you  will  like.  But  we  always  figure  that  is 
the  dessert,  you  have  to  eat  your  spinach,  and  that  is  going  to  help 
us  save  money.  I  am  not  quite  sure  how  we  do  that  without  a 
budget  or  something  else. 

But  what  we  have  to  deal  with  is  the  issue  now  of  taking  care  of 
in  the  District  200,000  and  some  odd  people.  I  am  looking  for  my 
numbers  chart  here.  If  you  think  about  it,  out  of  the  600,000 
people,  about  200,000 — maybe  a  little  more,  250,000 — are  really  in 
the  Federal  employees  health  benefit  plan,  the  same  one  Dr. 
McDermott  and  I  are  in,  and  most  of  the  District  employees  are  in 
the  holdover  of  that  plan,  and  I  would  imagine — well,  I  know  that. 
That  is  around  200,000  people. 

So,  there  is  that  plan,  which  you  could  call,  I  suppose,  a  kind  of 
HIPC.  You  have  80,000  medicare  beneficiaries  and  100,000  medic- 
aid beneficiaries.  So,  basically  we  have  two-thirds  of  the  600,000 
people  in  this  District  in  some  kind  of  government  operated  and 
prescribed  plan  now,  where  basically  we  set  either  minimum  bene- 
fits or  the  rates.  We  do  have  then  the  remainder,  about  230,000 
people,  without  insurance  or  medicaid  beneficiaries  who  often  have 
trouble  qualifying  or  do  not  know  how  to  qualify,  and  that  is  really 
the  topic  today. 

You  heard  me  suggest  my  solution,  which  is  rather  clumsy  and 
that  says  let's  just  put  everybody  into  medicare,  and  then  all  we 
have  to  fight  about  is  how  much  we  pay  and  whether  you  can  have 
extra  billing  for  private  patients.  But  we  all  know  what  those  rules 
are,  and  if  everybody  were  in  the  District,  that  would  be  one  way. 

Dr.  McDermott  has  a  plan  which  would  just  say  let's  increase  the 
income  tax  in  the  District  of  Columbia,  put  all  the  Federal  employ- 
ees under  it,  and  have  a  single  payer  plan,  which  would  then  nego- 
tiate with  all  of  you  individually  for  either  rates,  fees  or  if  you 
were  practicing  through  a  group  practice,  as  Dr.  Walkes  is,  we 
would  pay  that  group  a  certain  contracted  amount,  I  would  imag- 
ine, and  none  of  the  beneficiaries,  none  of  the  residents  of  the  Dis- 
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trict,  would  have  any  concern  other  than  figuring  how  to  pay  their 
taxes. 

I  am  not  sure  that  any  of  those  plans  will  end  up  as  the  plan 
that  the  President  will  submit  to  us  or  will  find  its  way  through 
Congress.  It  may  be  an  amalgam  of  some  of  those.  Managed  compe- 
tition we  have  not  defined  yet  or  it  has  not  been  defined  to  us.  It  is 
some  kind  of  bidding,  I  suppose,  for  putting  everybody  in  a  capitat- 
ed plan,  but  I  do  not  think  Dr.  Weiss  is  going  to  like  that;  I  do  not 
think  Dr.  Williams'  group  would  like  having  to  say  they  have  to  go 
and  get  all  of  their  patients  from  some  local  cooperative  office.  I 
think  physicians  want  to  have  some  selection  in  whom  they  would 
choose  to  treat  and  not  choose  to  treat. 

So  my  question  basically  is,  in  the  District,  recognizing  that  we 
have  a  strange  mix  of  very  high  income,  comfortably  compensated 
people,  both  professional  who  do  not  work  for  the  Government  and 
those  who  work  for  the  Government;  many  families  have  a  com- 
fortable income.  Then  we  have  a  third  of  our  population  who  are 
among  the  poorest  in  the  country  and  for  whom  access  is  not  read- 
ily available.  What  do  we  do?  Is  there  one  plan  that  works?  Just 
keep  doing  what  we  are  doing? 

We  have  seen  the  statistics  here.  In  wards  7  and  8,  we  have  a 
grand  total  of  118  docs  down  there  out  of  your  3,500  members. 
What  can  we  do.  Dr.  Weiss,  to  encourage  a  couple  of  hundred 
more?  How  do  we  get  them  down  there?  Just  open  our  own  clin- 
ics— the  District  I  am  speaking  of  now — and  pay  a  decent  salary, 
whatever  it  takes  to  get  people  down  there  and  operate  clinics? 
How  do  we  do  it? 

Dr.  Weiss.  You  have  to  provide  incentives  for  physicians,  particu- 
larly the  young  physicians  coming  out  of  our  three  medical  schools 
who  wish  to  go  down  and  practice  in  underserved  areas.  You  have 
to  keep  in  mind  that  such  physicians  are  coming  out  of  medical 
schools  with  anjrwhere  from  $50,000  to  as  high  as  $100,000  in  debt. 
They  have  to  pay  that  debt.  That  is  a  real  fact  of  life.  You  cannot 
mandate  that  they  go  into  an  area  where  reimbursement  will 
barely  meet  their  practice  costs. 

The  Chairman.  What  can  they  get  today  in  the  Washington 
area?  Let's  say  they  come  out  of  one  of  our  medical  schools  here 
and  they  have  completed  a  general  or  family  practice  residency. 
They  want  to  go  to  work  for  somebody  for  a  salary — Kaiser  or  who- 
ever else.  Dr.  Wilson's  group  representing  the  government,  if  they 
are  paid  for  by  the  D.C.  government  directly.  What  is  the  starting 
salary  for  one  of  those  people  today?  Does  anybody  know? 

Dr.  Wilson.  Approximately  $70,000. 

The  Chairman.  Seventy  thousand  for  a  family  practitioner  or 
general  practice. 

Dr.  Weiss.  It  is  very  competitive.  It  changes  with  the  specialist, 
internist  versus  family  physician. 

The  Chairman.  No;  I  understand. 

Dr.  Weiss.  It  changes  with  the  plans,  depending  on  the  demand 
that  they  foresee  for  that  physician. 

The  Chairman.  If  that  person  decides  to  go  into  radiology,  what 
can  they  start  out  making  if  they  have  to  go  for  a  salary  or  work 
with  a  group? 

Dr.  Wilson.  Approximately  $20,000  more. 
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The  Chairman.  More,  so  there  is  that  incentive.  That  pays  off 
their  loans  in  4  or  5  years.  But  they  could  anticipate  in  the  long 
run  how  much  higher  increase  in  earnings? 

Dr.  Wilson.  There  is  a  cap  for  the  D.C.  employee,  and  they  are 
right  at  the  max  when  they  come  in. 

Dr.  Weiss.  But  I  think  that  you  can  expect  that  radiologists  and 
pathologists  will,  in  their  lifetimes,  earn  considerably  more  than 
the  primary-care  physicians  that  we  are  talking  about.  So  the  in- 
centive for  young  doctors  to  go  into  those  areas,  even  if  they  elect 
to  work  for  managed  care  programs,  is  going  to  be  much  higher 
than  the  incentive  to  do  primary  care  particularly  in  underserved 
areas.  Now  we  need  to  do  something  to  change  that  mix,  something 
that  says  to  a  primary-care  trainee  and  physician,  down  to  those 
areas,  we  are  going  to  do  things  for  you  that  will  encourage  you  to 
practice  in  those  areas.  These  are  high-risk  areas;  patients  are  sick. 
We  already  talked  about  the  need  for  malpractice  reform.  That  has 
to  be  number  one,  because  they  are  going  to  be  faced  with  high-risk 
patients. 

Number  two,  you  have  to  find  some  way  to  increase  reimburse- 
ment from  whatever  plan  we  use,  whether  it  is  from  a  Federal  plan 
or  any  of  the  managed  care  programs.  Reimbursement  has  to  at 
least  be  inclusive  enough  to  provide  for  their  practice  costs  and  a 
reasonable  income.  Current  plans  do  not  do  that,  so  you  have  to 
have  a  mixture  of  private  pay  patients  and  federally  subsidized  pa- 
tients to  make  a  go  of  it.  That  is  part  of  the  problem. 

The  Chairman.  Dr.  McDermott. 

Mr.  McDermott.  I  want  to  ask  a  question.  Several  of  you  have 
suggested  that  the  single-payer  system  does  not  hold  any  appeal, 
and  I  want  to  hear  you  explain  to  me  what  you  believe  is  wrong 
with  the  single-payer  system  so  I  can  understand  the  argument 
against  it.  What  is  it  that  the  single-payer  system  does  that  is  bad 
for  the  patient? 

Dr.  Weiss.  Well,  let's  look  at  the  figures  that  we  got  from  the 
chairman.  We  have  380,000,  maybe  400,000,  people  in  the  District 
who  are  already  covered  under  some  sort  of  plan  sponsored  by  or 
run  by  the  Federal  Government.  We  do  not  see  much  reduction  in 
cost  from  those  plans.  We  see  continued  high  costs,  we  see  in- 
creased regulations,  and  administrative  hassles. 

Mr.  McDermott.  Let  me  stop  you  there.  Let's  never  mind  reduc- 
ing costs  for  a  second.  Do  you  have  some  objection  to  extending  the 
same  benefits  that  all  Federal  employees  have  to  all  people  in  the 
District? 

Dr.  Weiss.  Depending  on  what  those  benefits  are.  If  they  are  in- 
clusive to  the  things  we  think  should  be  included  in  the  District — 
mental  health,  substance  abuse — then  no;  we  have  no  problem  with 
that. 

Mr.  McDermott.  So,  a  single-payer  system  that  had  a  generous 
benefit  package  would  not  be  a  problem? 

Dr.  Weiss.  The  benefits  package  would  not  be  a  problem.  I  am 
not  talking  about  the  single  payer.  If  the  benefits  package  offered 
to  the  city 

Mr.  McDermott.  OK.  So  we  have  factored  out  the  benefit  pack- 
age. We  agree  that  we  want  a  generous  benefit  package.  Now  what 
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is  wrong  with  a  single-payer  system  as  a  way  of  financing  that  gen- 
erous benefit  package? 

Dr.  Weiss.  From  the  experience  we  have  had,  this  does  not  dem- 
onstrate that  will  control  costs.  It  usually  ends  up,  as  it  has  in  the 
Federal  system,  with  increased  regulation,  increased  hassle,  so  that 
it  does  not  address  the  needs  of  our  providers.  We  want  to  reduce 
the  hassles,  we  want  to  reduce  the  administrative  costs.  The  single- 
payer  system  has  no  track  record  that  has  shown  that. 

Mr.  McDermott.  Where  has  it  been  tried  in  the  United  States, 
the  single-payer  system? 

Dr.  Weiss.  Well,  we  are  talking  about  the  Federal  system  as  it 
applies  to  those  patients,  a  percentage  of  patients  that  we  deal  with 
in  the  District — — 

Mr.  McDermott.  Well,  the  problem.  Doctor,  it  seems  to  me,  is 
that  when  you  are  dealing  with  a  system  where  you  are  only  deal- 
ing with  some  segment  of  the  patients,  you  have  no  way  to  control 
the  costs,  so  the  single-payer  system  as  we  know  it  in  this  country 
really  is  never  a  single  payer.  You  are  always  having  costs  shifted 
on  to  you,  so  that  you  can't  control  costs.  If  you  only  have  30  per- 
cent or  40  percent  of  the  market,  there  is  no  way  to  control  the 
costs  if  you  have  other  people  with  the  ability  to  push  the  costs  off 
on  to  you  through  the  hospitals,  the  last  panel.  Isn't  that  correct? 

Dr.  Weiss.  We  see  as  the  major  driving  factor  in  cost  not  whether 
it  is  a  single  payer  or  not,  it  is  the  demand  for  care.  If  the  demand 
continues  to  increase,  whether  it  is  a  single  payer  or  not,  the  costs 
will  continue  to  rise,  and  then  you  still  pay  a  price  for  the  high 
administrative  costs  by  the  Federal  Government  without  any  indi- 
cation that  demand  will  be  controlled. 

Mr.  McDermott.  Then  the  managed  competition,  how  will  the 
demand  be  controlled  in  that  system? 

Dr.  Weiss.  If  the  managed  care  systems  with  minimum  benefit 
packages  included  preventive  care,  substance  abuse,  education  pro- 
grams, it  may  not  take  a  year,  it  may  not  take  2  years,  but  eventu- 
ally demand  will  come  under  control. 

If  you  have  unchecked  factors  of  domestic  violence  and  street  vio- 
lence as  we  have  heard  today,  and  if  that  continues  to  rise,  the 
impact  on  cost  will  continue.  Until  those  factors  really  come  under 
control,  until  the  public,  whether  it  be  under  a  single  payer  or  mul- 
tiple payers  or  managed  care,  comes  to  recognize  that  they  can't 
have  all  the  services  for  all  their  needs  at  all  stages  of  life,  the 
costs  aren't  going  to  come  under  control  irrespective  of  the  system, 
and  you  pay  a  price  then  for  a  single-payer  system  with  a  higher 
administrative  cost  and  the  hassles  without  any  real  promise  that 
you  are  going  to  get  a  handle  on  costs. 

Mr.  McDermott.  I  guess  I  do  not  think  the  experience  of  all  the 
other  industrialized  countries  of  the  world  support  that  contention. 
But  I  think  that  Germany  and  some  others  will  show  that  we  are 
spending  25  percent  more  in  administrative  costs. 

Another  issue:  That  is  the  practice  of  malpractice  insurance.  I 
paid  for  that  for  a  whole  lot  of  years,  and  I  used  to  wonder  if  you 
changed  the  law  and  you  reduced  my  malpractice  fees  by  $5,000  a 
year,  where  would  that  money  go  in  the  health  care  system?  It 
would  go  into  my  pocket,  wouldn't  it?  How  would  that  reduce  costs 
for  the  system?  I  never  figured  that  out;  what  I  would  do  different- 
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ly  in  my  practice  if  I  could  drive  down  the  costs  of  my  insurance 
premium.  Explain  for  me,  you  have  other  specialties  than  mine. 
Maybe  I  would  do  something  different. 

Dr.  Weiss.  It  is  clear  that  a  good  number  of  physicians  will  be 
employed  or  have  their  practice  cost  borne  by  managed  care  com- 
panies, the  government,  the  university  systems.  Much  of  the  mal- 
practice insurance  that  is  paid  under  those  systems  are  paid  by 
those  payers. 

Think  of  all  the  care  you  can  provide  for  uninsured  or  fully  in- 
sured individuals  if  managed  care  programs,  instead  of  paying  pre- 
miums as  they  are  now,  could  divert  some  of  those  funds  to  pro- 
grams for  the  uninsured  or  for  education. 

Mr.  McDermott.  So  it  would  be  in  the  managed  care  system  or 
the  managed  competition  system  as  you  drove  down  the  costs  of 
malpractice,  you  would  have  this  additional  money  by  which  you 
could  cover  other  people.  You  could  then  use  it  to  cover  additional 
patients. 

Dr.  Weiss.  This  would  be  the  ideal.  It  doesn't  end  up  in  the  pock- 
ets of  the  administrators  of  the  system,  but  goes  toward  the  care  of 
the  patient. 

Mr.  McDermott.  It  would  not  change  the  practice  one  bit.  What 
you  are  really  saying  to  me  is  that  you  reduce  the  malpractice 
costs.  That  is  not  going  to  change  the  way  doctors  practice  medi- 
cine at  all. 

Dr.  Weiss.  It  absolutely  would. 

Mr.  McDermott.  It  would?  How  would  it  do  that?  What  would 
you  do  differently  if  you  were  paying  25  percent  less  in  malpractice 
costs? 

Dr.  Weiss.  The  climate  of  malpractice  reform  colors  everything 
that  we  do  in  the  day-to-day  practice  of  medicine:  The  tests  that  we 
need  to  order,  the  services  that  we  need  to  render  are  covered  in 
large  amount  by  the  threat  of  malpractice.  It  is  not  just  defensive 
medicine,  it  is  the  threat,  the  implied  threat  of  lawsuits. 

With  the  high  costs,  that  drives  a  good  part  of  what  we  do  in 
medicine.  Reduction  of  that  could  be  used  toward  better  benefits. 

Mr.  McDermott.  Well,  I  have  trouble  with  that  answer  and  I 
will  keep  asking  it.  Maybe  somebody  will  explain  to  me  how  doc- 
tors really  would  change  their  behavior.  But  I  think  in  most  in- 
stances people  practice  medicine  that  they  have  been  taught  and 
they  practice  that  kind  of  medicine  without  regard  to  their  mal- 
practice. 

I  understand  the  argument.  I  have  been  around  the  scrub  rooms 
of  hospitals  enough  to  know  what  people  say.  But,  on  the  other 
hand,  I  am  not  sure  how  it  would  change  it. 

Dr.  Walkes.  I  do  not  think  that  reducing  the  cost  of  malpractice 
insurance  is  going  to  bring  about  the  changes  that  you  are  speak- 
ing about.  I  think  we  need  to  go  back  to  the  question  of  medical 
training  and  address  the  issue  of  duplicative  testing. 

I  am  in  favor  of  single-payer  system.  In  looking  at  other  coun- 
tries that  have  instituted  that  system,  they  have  given  a  standing 
in  the  hierarchy,  if  you  will,  for  the  general  practitioner  so  that  if 
a  general  practitioner  refers  a  patient  to  an  institution,  there  may 
be  less  likelihood  that  all  of  those  tests  that  we  do  will  be  repeated. 


187 

I  know  here  on  several  occasions  physicians  that  work  in  health 
care  have  done  medically  appropriate  workups  on  patients  and 
then  referred  them  to  a  secondary  facility  for  care  for,  say,  cancer 
surgery.  The  patient  upon  arriving  will  have  all  of  those  tests  re- 
peated. That  is  where  the  costs  are  being  driven  up.  They  are  not 
being  repeated  or  the  costs  are  not  being  driven  up  because  a 
person  has  a  fear  of  malpractice  lawsuits.  We  are  using  reputable 
laboratory  facilities  and  pathological  services.  The  costs  are  driven 
up  because  these  are  teaching  institutions  and  they  are  tools  for 
teaching. 

I  wanted  to  make  a  point  about  the  cost  of  medical  schooling  for 
people  that  graduate  and  the  need  for  paying  back  loans.  I  think 
we  can  address  that  by  revamping  the  National  Health  Service 
Corps  and  allowing  for  more  people  to  pay  back  their  loans  by  put- 
ting time  in  as  President  Clinton  has  set  forth. 

Mr.  McDermott.  Let  me  followup  on  that  because  I  actually 
made  a  note  to  myself.  Dr.  Weiss's  suggestion  that  we  have  to  do 
something  about  getting  people  to  go  into  general  practice  or 
family  practice  kinds  of  methods  of  giving  health  care.  Short  of 
saying,  "pay  them  more  money,"  what  else  do  you  think  is  possi- 
ble? 

You  mentioned  status.  I  wonder,  do  you  have  suggestions  in 
terms  of  what  needs  to  be  done  in  order  to  make  it  possible? 

Dr.  Walkes.  Being  a  physician,  I  am  sure  you  have  heard  people 
back  in  your  medical  school  training  or  residency  training  talk 
about  this  person  came  through  a  GP  and  they  say  that  such  and 
such  and  so-and-so,  they  are  not  accorded  the  same  kind  of  respect 
that  some  of  the  other  specialties  are.  People  feel  that  they  will 
make  more  money,  frankly,  as  specialists. 

I  think  if  we  can  somehow  get  back  to  the  notion  that  people 
become  doctors  to  provide  medical  care  to  patients  rather  than  to 
make  a  lot  of  money,  that  might  help. 

Mr.  McDermott.  The  term  of  my  medical  school  was  an  LMD, 
local  medical  doctor.  Everybody  knew  what  a  disparaging  term 
that  was. 

I  wonder-I  don't  know  if  the  National  Health  Service  Corps  is  the 
way,  but  I  think  it  is  one  of  the  issues.  But  another  thing  that 
strikes  me  is  that  in  medicine  you  work  as  your  teachers  taught 
you.  Every  medical  school  today  is  founded  largely  by  physicians 
practicing  medicine  and  showing  students  how  it  is  done,  and  you 
are  taught  by  tertiary  care  or  tertiary  care  physicians  in  the  medi- 
cal school  and  most  people  go  out  and  practice  an  awful  lot  like  the 
people  they  trained  under,  which  builds  in  some  difficult  situa- 
tions. 

It  is  difficult  to  get  people  out  into  a  training  situation  where 
they  are  actually  working  with  a  primary  care  physician.  Medical 
schools  struggle  with  that,  some  with  more  success  than  others. 
The  dean  at  the  University  of  Washington  was  the  only  graduate 
of  Johns  Hopkins  that  had  gone  into  primary  care  in  his  class.  Ev- 
erybody else  was  a  specialist  in  that  class. 

I  think  that  says  a  lot  about  what  the  training  does  and  why  you 
get  these  kinds  of  problems.  It  is  not  so  much  malpractice  as  the 
way  we  are  trained,  frankly. 
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Dr.  Walkes.  I  have  from  time  to  time  had  students  in  my  clinic 
who  were  at  various  stages  in  their  medical  training.  That  is  bene- 
ficial for  the  students.  It  gives  them  a  chance  to  see  what  commu- 
nity-based medical  practice  is  like  and  the  constraints  that  we  live 
under.  I  think  more  of  that  would  help  bring  people  to  the  practice 
of  community-based  medicine. 

Mr.  McDermott.  It  strikes  me  that  one  of  the  ways  that  you  may 
do  that  is  to  force  medical  schools  to  turn  out  general  practitioners. 
Tie  their  Federal  funding  to  those  kinds  of  restrictions.  I  think  if 
we  do  not  find  some  way  to  put  the  pressure  on  medical  schools, 
they  will  continue  to  do  what  they  have  always  done. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Did  you  want  to  make  a  comment  on  that,  Dr. 
Williams? 

Dr.  Williams.  Yes.  I  am  a  residency  program  director  in  family 
medicine  and  my  job  is  to  recruit  and  retain  family  physicians  and 
to  get  across  the  training  to  the  practice  sites.  I  have  difficulty  an- 
swering questions  about  money  because  I  have  gone  to  major  sites 
in  California  and  Florida,  giving  them  a  high  reimbursement  rate 
that  we  could  not  give  the  District  of  Columbia. 

As  to  recruitment  and  retention  of  family  practice,  I  did  a  survey 
of  our  first-year  class  of  our  university  and  I  noted  that  50  percent 
of  the  individuals  that  raised  their  hands  when  asked  if  they  would 
like  to  go  into  primary  care,  they  had  about  19  individuals  who 
would  like  to  go  into  family  practice  specifically. 

We  give  a  course  at  Howard,  introduction  to  patient  care,  where 
we  introduce  family  practitioners  as  lecturers.  We  try  to  give  them 
that  role  model.  The  major  competition  is  the  eye,  ear,  and  the 
prestigious  practices  that  go  along  with  the  medical  school. 

However,  this  year,  1993,  1994,  we  will  be  introducing  our  pre- 
doctoral  program  in  family  medicine  as  a  required  rotation  in  med- 
icine at  the  medical  school  to  acknowledge  family  practice  as  a 
career  opportunity.  We  sold  that  idea  to  our  curriculum  committee 
with  the  idea  that  it  would  enhance  support  by  scholarship  and 
other  funds  by  doing  this  and  by  having  a  class  that  graduates  with 
job  opportunities. 

I  think  across  the  country  that  for  the  2,000  individuals  that 
graduate  on  a  yearly  basis  from  family  medicine,  there  are  almost 
20,000  jobs  available.  So,  we  can  get  our  residents  in  and  out  of  our 
program  with  a  high  degree  of  skill,  and  we  do  fill  and  we  did 
match  them  with  institutions.  So,  we  do  feel  that  this  is  a  major 
turn  for  students  from  the,  I  guess,  higher  reimbursable  practices 
or  the  lifestyle  reimbursable  practice  into  primary  care. 

Mr.  McDermott.  It  is  interesting  to  hear  that.  I  know  that  the 
statistics  from  1989  to  1993  dropped  from  23  percent  going  into  pri- 
mary care  down  to  19  percent.  If  you  begin  to  see  a  reversal,  that  is 
a  good  sign. 

You  are  correct,  on  the  West  Coast  where  we  have  had  much 
rnore  experience  with  well-run  HMO's,  at  least  one  HMO  I  know 
hired  95  physicians  last  year  in  family  practice.  They  could  not 
find  enough  people,  but  they  are  paying  well.  They  are  not  skimp- 
ing. 

I  think  that  is  where  the  question  of  how  much  money  you  have 
to  pay  to  get  somebody  to  go  into  that  kind  of  practice,  given  the 
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kind  of  debt  that  they  have-the  figures  that  I  have  heard,  at  most 
State  medical  schools  the  debt  is  $50,000  and  at  private  schools  it  is 
closer  to  $100,000  and  that  drives  a  big  decision  if  you  were  25 
years  old  and  you  are  dragging  a  sack  of  debt  of  $50,000,  you  have 
to  consider  that  debt. 

The  Chairman.  If  the  gentleman  would  yield.  Kaiser  is  paying 
$110,000  to  start  for  a  family  practitioner.  If  it  is  $70,000  here,  that 
is  a  big  difference  putting  up  with  the  climate  that  we  have  and 
the  lousy  football  team. 

Is  that  what  we  have  to  pay  to  get  people  to  give  that  up  in  the 
District?  It  may  be  an  answer. 

Dr.  Weiss,  you  may  have  the  last  word. 

Dr.  Weiss.  In  regard  to  the  downward  trend  in  primary  care,  last 
week  I  attended  the  Association  of  Internal  Medicine  Program  Di- 
rectors, and  the  students  opting  for  general  internal  medicine  is 
down  25  percent.  Those  that  are  going  into  internal  medicine  are 
going  as  a  pathway  to  the  subspecialties. 

That  is  a  frightening  figure.  Only  3  percent  of  our  seniors  are 
electing  general  medicine. 

Mr.  McDermott.  I  think  one  of  the  distinctions  that  people  do 
not  make  is  the  difference  between  a  family  practitioner  and  a  gen- 
eral practitioner  and  an  internist.  Those  terms  are  used  inter- 
changeably very  often,  but  in  fact  they  represent  a  total  different 
mindset  in  terms  of  what  the  training  is  and  what  people's  expecta- 
tions are  when  they  get  out  in  practice. 

The  Chairman.  One  other  thing;  I  have  to  lay  this  one  to  rest. 
As  a  consumer  who  has  often  said  I  did  not  know  the  difference 
between  a  proctoscope  and  a  horoscope,  I  have  suggested  to  you 
never  in  my  adult  life,  even  as  a  little  child  have  I  asked  anybody 
to  stick  a  needle  in  me  to  give  me  a  proctoscopic  examination,  to 
give  me  something  to  drink  or  to  enter  into  my  body  in  any  other 
way  to  make  me  glow  in  the  dark.  I  do  not  like  that  kind  of  thing. 
But  if  you  tell  me  to  do  it,  I  am  very  obedient,  but  I  do  not  think  us 
patients  like  it.  I  do  not  want  any  tests.  You  tell  me  to  take  the 
test,  I  will,  but  doctors  always  feel  that  it  is  my  fault  that  I  am 
coming  around  to  demand  these  things.  I  do  not  want  to  hurt,  and 
I  want  you  to  make  me  well,  but  whatever  you  decide  and  however 
you  decide  to  do  it,  I  will  do  it,  but  I  think  you  guys  are  the  ones 
who  decide  what  happens  to  me. 

Now,  if  I  quit  smoking,  I  help  myself  along.  If  I  exercise,  I  help 
myself  along.  I  understand  that  part  of  it.  But  for  the  most  part  of 
it,  it  is  you  guys  who  have  to  find  us. 

In  this  outreach  thing,  I  have  this  feeling  under  managed  care 
that  if  we  did  not  pay  that  first  capitated  dollar,  until  you  got  the 
patient  in  and  got  the  workup  done,  then  we  would  get  more  out- 
reach. But  when  you  let  somebody  sign  up  5,000  people,  and  then 
do  not  do  anything,  I  think  the  incentives  are  wrong.  If  you  do  not 
get  anything  until  you  reach  out,  I  think  we  would  get  something 
done  here. 

If  I  tell  a  doctor  he  is  not  going  to  get  anything  until  he  brings  in 
people  who  need  the  prenatal  care-look  at  this  fellow  who  was 
doing  the  cataract  surgery.  He  was  finding  people  who  had  two  or 
three  cataracts  per  eye. 
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I  know  that  we  can  get  outreach.  But  in  a  more  serious  vein,  I 
know  that  in  the  District  of  Columbia  we  have  real  evidence  as 
shown  by  you  all,  by  way  of  thanking  you,  to  help  this  community 
extend  the  access  to  all  of  its  residents,  and  I  also  have  a  hunch 
that  perhaps  we  can  do  that,  deal  a  little  creatively. 

It  is  a  pretty  small  community.  All  of  us  know  each  other.  Those 
of  us  who  are  politicians  live  here.  You  all  work  here.  It  is  not  that 
big;  600,000  people  is  not  a  lot  of  people.  Every  one  of  us  represents 
a  district  that  big.  I  have  a  feeling  that  with  the  hospitals  close  by, 
we  might  be  able  to  do  something  creative.  We  have  a  very  willing 
mayor  and  a  willing  District  who  want  to  extend  the  benefits  to  all 
their  citizens.  I  do  not  want  to  get  in  and  interfere  with  anjrthing 
that  the  President  is  going  to  do.  But  I  think  if  we  can  continue 
this  dialogue,  and  I  hope  we  will,  we  will  be  able  to  do  something 
here  that  we  are  proud  of. 

I  have  heard  that  some  States  are  hurrying  up  to  get  their  medi- 
cal reform  bill  passed  in  a  hurry.  But  I  think  we  can  do  a  good  job 
here.  Next  time,  you  guys  get  to  be  first. 

Thank  you  for  being  here.  I  hope  that  we  can  work  together  on 
this.  I  think  that  we  can  be  helpful  to  our  District  here.  Thank  you 
very  much  for  being  here. 

The  committee  will  adjourn. 

[Whereupon,  at  3:30  p.m.,  the  committee  was  adjourned.] 

[The  following  additional  material  was  subsequently  received  for 
the  record:] 
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TESTIMONY  TO  THE  U.S.  HOUSE  OF  REPRESENTATIVES 
COMMITTEE  ON  THE  DISTRIC  OF  COLUMBIA 

REP.  PETE  STARK  CHAIRMAN 


The  Medico-Chirurgical  Society  of  the  District  of  Columbia 
is  very  pleased  to  be  able  to  present  to  the  Committee  on 
the  District  of  Columbia  and  its  initiative  on  healthcare 
reform  for  the  citizens  of  the  District  of  Columbia.   Our 
Society  is  the  oldest  active  African-American  Medical  Society. 
Founded  in  1884,  it  represents  approximately  700  physicians 
in  the  District  of  Columbia  as  well  as  other  African-American 
healthcare  providers  of  other  professions.   We  have  had  a 
long  history  of  service  to  the  citizens  of  the  District  of 
Columbia  and  have  worked  in  relationship  with  the  hospitals 
and  medical  facilities  of  the  District  of  Columbia  as  well 
as  the  re-imbursement  providers  in  various  capacities.   We 
plan  to  continue  to  work  with  them  in  providing  service  to 
our  community. 

Our  concern  with  the  healthcare  reform  is  that  in  the  past 
we  have  had  a  reactionary  position  to  changes  in  the  health 
care  administration  as  well  as  re-imbursement  initiatives 
as  others  in  positions  of  authority  have  dictated  our 
role  in  providing  these  services  as  well  as  our  reimbursement. 
Other  areas  of  concern  include  -  third  party  re-imbursers , 
the  defensive  medicine  position  that  we  must  maintain,  the 
availability  of  patients,  the  location  of  our  practices 
being  circumcised  to  certain  areas  of  the  City  and  the 
availability  of  hospital  affiliations  because  of  either 
location  or  changes  in  credent ialing  requirements.   We  are 
very  sensitive  to  the  changing  needs  of  our  patients  and 
especially  with  universal  access,  we  are  sensitive  for  the 
puralistic  functions  of  having  our  patients  and  doctors 
mutually  agree  on  healthcare  services.   We  believe  that 
managed  care  maybe  a  mechanism  of  cost  containment.   However 
we  feel  that  continuity  of  care  and  the  bond  between  patients 

and  physicians  should  continue  despite  the  changes  in  the  payor 

system. 
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We  are  also  sensitive  to  the  educational  loan  debt  burden 
that  many  of  the  African-American  physicians  must  bear  since 
many  individuals  who  enter  the  healthcare  field  find 
limited  resources  among  their  families  and  therefore  must 
secure  loans  to  continue  their  education.   We  feel  that 
the  cost  containment  policies  of  health  care  reform  should 
consider  the  debt  burden  of  these  physicians  in  their  re- 
imbursements and  allow  more  African-American  physicians  to 
enter  the  m.edical  educational  and  service  arena.   As  stated 
we  believe  that  a  capitation  type  of  re-imbursement  as  a  form 
of  managed  care  not  be  the  only  form  of  re-imbursement  but 
also  a  case  management  type  which  will  allow  patients  and 
physicians  to  contract  between  themselves.   We  note  that  a 
single  payor  system  may  eliminate  many  of  the  administrative 
costs  of  delivering  healthcare,  however,  we  are  fearful  of 
any  system  that  does  not  allow  the  patient  or  physician  to 
have  input  into  its  administration.   We  note  that  under  the 
current  system  of  reimbursement  for  health  services  that 
approximately  $7  to  $10  per  claim  is  required  to  process 
the  re-imbursement  for  the  physician.   This  charge  may  reflect 
only  a  single  patient  visit  which  in  terms  of  current  medicaid 
reimbursement  may  reflect  only  one-half  of  the  re-imbursement 
required  to  submit  or  re-submit  the  claims  for  a  medicaid 
patient.   Therefore,  a  single  payor  or  modification  with 
standardization  of  the  current  claim  system  would  enhance 
the  efficiency  of  the  administration  of  medical  care  and  there 
in  the  long  run  bring  the  cost  of  services  under  control. 
Professional  Liability  through  Torte  Reform  if  introduced 
in  the  District  of  Columbia  may  also  bring  a  reduction  of  the 
cost  of  malpractice  payments  and  may  eventually  make  cost 
control  a  reality. 

We  note  through  prior  testimony  that  the  District  of  Columbia 
has  identified  several  wards  and  census  tracts  as  underserved 
health  care  shortage  areas,  and  it  is  hoped  that  physicians 
who  are  recruited  to  serve  in  these  areas  may  be  provided 
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certain  incentives  similar  to  the  ones  that  medicare  provides 
to  the  physicians  in  rural  areas  or  alternatives  such  as  less 
re-imbursement  restrictions  we  well  as  the  District  of  Columbia 
availability  or  National  Health  Service  Core  sites. 
Our  membership  continues  to  endorse  Che  operation  of  the  D.C. 
General  Hospital  not  only  as  a  healthcare  provider  for  services 
in  Wards  5,  7  &  8,  but  as  a  significant  part  of  the  training 
of  the  physicians  of  the  District  of  Columbia.   Many  of  our 
members  including  myself 'have  trained  at  this  institution  and 
find  this  a  valuable  resource  of  education  as  well  as  an 
opportunity  to  serve  our  community  especially  where  violence 
and  severe  diseases  impact  the  cost  of  operation  of  such  a 
noble  facility. 

We  thank  the  Committee  on  the  District  of  Columbia  for  allowing 
the  Medico-Chirurgical  Society  to  make  this  presentation  and 
we  look  forward  to  working  with  your  committee  in  the  future 
to  provide  appropriate  healthcare  reform  to  the  citizens  of 
the  District  of  Columbia. 
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STATEMENT  TO  THE  COMMITTEE  ON  THE 
DISTRICT  OF  COLUMBIA 

From;   COMMUNITY  HEALTH  CARE,  INC. 
3020  14th  Street,  NW 
Washington,  DC  20009 

Submitted  by:   Charles  M.  Mathis 
Interim  Director 


THE  ORGANIZATION 

Community  Health  Center,  Inc.  (CHOI)  is  a  non-profit  501(c)  3 
community-based  health  services  organization  supported  and  operated 
in  conformance  with  the  requirements  of  Section  330  of  the  United 
States  Public  Health  Services  Act.  CHCI  is  the  only  federally 
qualified  and  funded  community  neighborhood  health  center  in  the 
District  of  Columbia.  It  operates  two  primary  sites:  the  Upper 
Cardozo  Health  Center  and  East  of  the  River  Health  Center.  The 
Upper  Cardozo  Health  Center  is  located  in  the  heart  of  a  rapidly 
changing  and  diverse  international  African-American/Latin/ 
African/Asian  (specifically  Vietnamese)  neighborhood  with  special 
racial,  ethnic,  cultural  and  linguistic  needs.  East  of  the  River 
Health  Center  is  located  in  Ward  7  in  the  midst  of  a  primarily 
African-American  community  plagued  by  high  infant  mortality  rates, 
rapidly  spreading  sexually  transmitted  diseases,  drug  abuse  and 
violence. 

CHCI  has  been  providing  preventive  and  primary  care  services  in  the 
city's  high-risk  target  communities  since  1968.  CHCI  plays  a 
unique  role  as  the  major  private  provider  of  health  care  services 
for  a  significant  portion  of  the  city's  medically  underserved  and 
economically  disadvantaged  patient  population  which  includes  a 
significant  number  of  undocumented  aliens  and  other  high-risk 
patient  target  groups  such  as  HIV/AIDS,  substance  abusers  and  women 
prone  to  high-risk  pregnancies.  The  organization  employs  15  full 
and  part-time  physicians  and  mid-levels  who  provide  63,000 
encounters  to  over  19,000  patients  per  year. 

The  corporate  organization  is  modeled  after  health  maintenance 
organizations  providing  preventive  primary  care  and  case  management 
services  to  all  ages,  but  especially  targeted  to  high-risk 
population  groups.  Traditional  medical  services,  including 
Obstetrics  &  Gynecology,  Child/Adolescent  Health  Programs, 
Pediatrics  and  Adult  Medicine,  as  well  as  special  services 
addressing  problems  such  as  infant  mortality,  teenage  pregnancy, 
substance  abuse,  health  care  needs  associated  with  homelessness, 
HIV/AIDS,  nutrition  and  mental  health  are  delivered  on-site. 


THE  PROBLEM  -  EAST  OF  THE  RIVER 

East  of  the  River  Health  Center  is  located  in  Ward  7,  a  community 
fighting  to  survive  in  a  troubled  urban  environment.  According  to 
the  1990  Census,  the  Ward  7  service  area  has  72,924  people,  96.9% 
of  whom  are  African-American.  There  were  21,017  women  of 
childbearing  age,  defined  as  females  10  to  44  years  old.  These 
women  deliver  an  average  annual  number  of  live  births  of 
approximately  1,574.  During  the  period  1988-90  the  average  number 
of  infant  deaths  was  34  per  year.  Ward  7  had  an  Infant  Mortality 
Rate  of  21.8%.  The  principal  causes  of  death  were  related  to  short 
gestation  and  unspecified  low  birth  weight.  The  women  of  Ward  7 
are  at  a  high  risk  for  demographic,  socio-economic,  environmental, 
behavioral,  and  medical  risk  factors.  More  than  three- fourths,  of 
the  delivering  mothers  (76.2%)  are  not  married.  They  experience  a 
high  incidence  of  STDs  (gonorrhea  and  syphilis) .  HIV  infection  is 
rapidly  increasing.  One  out  of  every  67  births  revealed  HIV 
infection  in  1990.  Many  women  drink  during  pregnancy,  they  are 
prenatal  substance  abusers  and  smokers.  More  than  one-third 
(35.1%)  had  less  than  a  high  school  education. 
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This  alarming  profile  is  caused  by  many  factors  which  create  this 
negative  social  environment.  Violent  crime,  poor  housing 
conditions,  homelessness,  increased  child  abuse  and  diminishing 
employment  and  training  opportunities  indicate  adverse  social 
conditions  that  reduce  the  overall  quality  of  life  and  help  to 
produce  high  infant  mortality  statistics 

THE  PROBLEM  -  UPPER  CAROOZO 

The  District  of  Columbia  is  a  microcosm  of  the  world.  However,  in 
contrast  to  the  "melting  pot"  characterization  of  the  United  States 
in  general,  the  District  is  more  of  a  mosaic  or  salad  bowl,  where 
individual  characteristics  are  retained  and  must  be  appreciated  as 
part  of  the  whole.  Not  only  is  the  District  the  nation's  capital, 
but  it  is  also  host  to  and  the  new  home  of  people  from  every  corner 
of  the  globe;  people  speaking  many  different  languages  and 
dialects.  Throughout  our  vibrant,  dynamic  city  there  are  large 
pockets  of  Caribbean,  Latin  American,  South  American,  Asian, 
European  and  African  culture.  Each  culture  has  its  own  distinct 
values  and  perceptions  about  health,  illness  and  major  health  care 
problems  such  as  substance  abuse  and  HIV/AIDS. 

The  Hispanic  and  Asian  (specifically  Vietnamese)  populations  are 
the  fastest  growing  ethnic  minority  communities  in  Wards  1  and  2 
(Adams-Morgan)  which  are  serviced  by  CHCI's  Upper  Cardozo  Health 
Center.  Migration  resulting  from  civil  wars  in  Central  America  has 
contributed  to  the  rapid  growth  of  the  District's  Hispanic 
population.  CHCI  finds  itself  in  the  midst  of  changing  racially, 
ethnically  and  linguistically  diverse  communities. 

During  the  1990 's,  a  substantial  number  of  undocumented  immigrants 
settled  in  the  Adams-Morgan  area.  Mayor's  Order  86-91  was  issued 
to  ensure  access  to  those  services  and  benefits  funded  solely  by 
District  appropriation  and  available  to  all  residents  of  the 
District.  The  order,  "Clarification  of  Benefits  Available  to  Non- 
Citizens  or  Individuals  without  U.S.  Residency  Status",  limits 
inquiries  by  District  government  agencies  to  information  necessary 
for  establishing  eligibility  for  District  government  services. 
While  the  District  maintained  the  lowest  refugee  welfare  dependency 
rate  in  the  country,  many  refugees  can  not  afford  to  pay  for  health 
care,  and  therefore  look  to  organizations  like  CHCI  for  their 
health  care  needs.  Although  not  obligated  to  do  so,  CHCI  has  opted 
to  comply  with  the  Mayor's  Order  in  the  spirit  of  community 
service.  This  policy,  however,  does  have  a  significant  affect  upon 
corporate  resources. 

In  addition  to  the  Hispanics,  there  is  a  growing  influx  of  Asian 
and  African  immigrants,  principally  from  Vietnam  and  Ethiopia,  but 
also  representing  most  of  the  West  African  nations  arriving  in  the 
District  each  day.  These  people  have  largely  settled  in  the  Adams- 
Morgan  area  of  the  city  which  is  said  to  be  the  most  integrated 
community  in  America.  Because  the  Upper  Cardozo  site  is  located  in 
the  heart  of  this  international  neighborhood  it  has  had  to  respond 
to  its  special  needs.  Given  this  service  area  environment,  it  is 
imperative  that  the  health  center  find  creative  ways  to  offer 
comprehensive,  culturally  and  linguistically  appropriate  medical 
and  social  services  to  the  new  and  unique  ethnic  and  culturally 
diverse  medically-underserved  patient  population. 

PROGRAM  DESCRIPTION  AND  NEEDS  ASSESSMENT 

EAST  OF  THE  RIVER  -  Resources  available  to  pregnant  women  and 
infants  in  the  service  area  are  severely  limited.  There  are  only 
two  city  operated  neighborhood  health  centers  (Benning  Heights  and 
Hunt  Place) ;  the  East  of  the  River  Health  Center;  and  Ophelia  Egypt 
Clinic  (a  Planned  Parenthood  facility) .  No  hospital  is  located  in 
Ward  7,  however,  many  women  who  live  in  Ward  7  deliver  at  D.C. 
General  Hospital  which  is  located  in  the  adjoining  Ward  6.  D.C. 
General  also  operates  the  Women's  Services  Center  in  cooperation 
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with  the  D.C.  Alcohol  and  Drug  Abuse  Services  Administration  which 
treats  women  for  drug  and  alcohol  abuse,  and  also  offers  a  smoking 
cessation  program.  Service  area  capacity  is  further  limited  by  the 
inability  of  providers  to  effectively  followup  referrals  and  to 
provide  case  management  and  outreach  home  visiting  services.  This 
problem  can  be  corrected  by  (a)  enhancing  the  service  delivery 
capacity  of  CHCI  and  (b)  by  adding  additional  providers  willing  to 
offer  coordinated  primary  care  and  inpatient  hospitalization 
services.  The  most  immediate  need  is  to  improve  and  strengthen 
East  of  River  Health  Center's  existing  system  of  care.  Funding  is 
needed  to: 

Expand  social  worker  involvement  to  a  larger  client  base 

Improve  Case  Management  services 

Fund  Obstetrics  and  Gynecology  services 

Support  the  Comprehensive  Perinatal  Care  Program 

Institute  a  parenting  and  family  support  program  for  men 

Provide  outreach  and  program  coordination  functions  for 

inpatient  and  outpatient  services 

Fund  Transportation  services 

Add  additional  nutrition  services 

Provide  Ultra  Sound  services 

Expand   Dental   services   and   include   more   teaching 

opportunities 

•  Add  more  mid-level  Provider  staff  positions 

UPPER  CARDOZO  -  Language  and  the  lack  of  coordinated  service 
delivery  are  becoming  barriers  to  care.  CHCI  has  identified  an 
immediate  need  for  full-time  Vietnamese  interpreter  services. 
Currently,  the  City's  Refugee  Center  provides  an  interpreter  to 
assist  with  Asian  patients.  The  frequency  of  such  visits  has 
reached  a  level  where  full-time  interpreter  services  are  needed. 
Additionally,  while  a  large  percentage  of  CHCI  staff  are  bi-lingual 
(Spanish/English)  ,  we  have  found  that  coordination  of  care  with  our 
primary  referral  hospital  is  being  hampered  due  to  communication 
problems.  This  has  discouraged  our  pregnant  Hispanic  patients  from 
presenting  for  delivery  at  our  participating  hospital.  Therefore, 
on-call  interpreters  are  needed  to  accompany  Hispanic  patients  to 
the  hospital  to  assist  with  communication  between  patients,  their 
families,  and  providers  during  delivery.   Funding  is  need  to: 

Hire  a  full  time  interpreter  for  Vietnamese  patients 

Conduct  outreach  services  to  diverse  patient  population 

groups 

Develop  literature  and  marketing  materials  that  explain 

the  range  of  health  care  and  social  services  available  at 

the  health  center  to  non-English  speaking  immigrant 

groups 

•  Expand  the  immunization  program  to  specially  targeted 
immigrant  patient  population  groups 

•  Develop  health  promotion  and  disease  prevention 
information  for  distribution  to  diverse  patient 
population  groups 

Provide  24  hour  on-call  triage  services 

•  Provide  outreach  and  program  coordination  functions  for 
inpatient  and  outpatient  services 

•  Expand  social  worker  involvement  to  a  larger  client  base 
Fund  Obstetrics  and  Gynecology  services 

Support  the  Comprehensive  Perinatal  Care  Program 
Institute  a  parenting  and  family  support  program  for  men 

SUMMARY 

The  socio-economic  conditions  and  the  diminished  health  status  of 
District  residents  offers  an  outstanding  opportunity  to  demonstrate 
the  unique  capabilities  of  a  community  health  center  to  rapidly 
respond  to  changing  community  needs.  This  application  represents 
a  similar  opportunity  for  the  Congress  of  the  United  States  to 
demonstrate  its  commitment  to  community-based  health  services  in 
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partnership  with  the  District  of  Columbia  and  Community  Health 
Care,  Inc.  in  direct  response  to  the  gap  in  our  service  delivery 
capacity. 

While  the  Committee  on  the  District  of  Columbia,  meets  today  to 
consider  the  potential  impact  that  health  care  reform  will  have  on 
the  residents  of  the  District  of  Columbia  it  should  consider  that 
the  existing  indigent  health  care  system  is  in  serious  need  of 
resources. 

Community  Health  Care,  Inc.  is  in  need  of  additional  funding  in  the 
amount  of  $3,000,000  over  the  next  three  years.  These  funds  will 
allow  us  to  operate  both  of  our  facilities.  East  of  the  River  and 
Upper  Cardozo  Health  Centers,  to  meet  the  needs  of  the  uninsured 
while  Congress  debates  the  numerous  proposals  to  reform  the  United 
States  health  insurance  system.  The  entire  amount  of  funding  would 
be  for  patient  services,  and  program  expansion. 

As  the  crisis  of  the  uninsured  has  escalated  during  the  past  four 
years  our  centers  have  been  forced  to  serve,  due  to  increased 
demand,  an  additional  2,000  to  3,100  users  each  year.  This 
increase  in  demand  has  caused  serious  financial  hardship  to  our 
corporation  to  the  point  that  our  Governing  Board  is  considering 
closing  one  of  our  sites  to  remain  solvent.  This  is  a  decision 
each  one  of  our  Board  Members  is  reluctant  to  make,  considering 
that  they  were  forced  to  close  our  third  site,  Shaw  Community 
Health  Center,  in  early  1992  due  to  a  mounting  deficit. 

Community  Health  Care,  Inc.  is  asking  the  Committee  on  the  District 
of  Columbia  to  consider  a  direct  appropriation  to  CHCI  as  part  of 
its  District  of  Columbia  contribution. 

KEY  COMMUNITY  HEALTH  CARE,  INC.  STAFF  (202)  745-4444 

Charles  M.  Mathis  Acting  Executive  Director 

Levi  B.  Miller,  III  Deputy  Director 

Albert  B.  Grandy,  Jr.,  CPA  Finance  Director 

Jimmie  Drummond,  M.D.  Clinical  Director 
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80PPLEMENTAL  INFORMATION 


SUBMITTED  TO: 


SUBMITTED  BY: 


CONTACT  PERSON: 


THE  HONORABLE  PETE  STARK,  CHAIRPERSON 
THE  COMMITTEE  ON  THE  DISTRICT  OF  COLUMBIA 
1310  LONGWORTH  HOUSE  OFFICE  BUILDING 
WASHINGTON,  DC  2  0515 

COMMUNITY  HEALTH  CARE,  INC. 
3020  14TH  STREET,  NW 
WASHINGTON,  DC  20009 

CHARLES  M.  MATHIS,  INTERIM  DIRECTOR 
(202)  745-4444 


SUMMARY: 

Community  Health  Care,  Inc.  (CHCI)  a  non-profit  501(c)  3, 
Corporation,  funded  under  Section  3  30  of  the  United  States  Public 
Health  Services  Act,  offers  testimony,  on  the  state  of  the  indigent 
health  service  system  within  the  District  of  Columbia. 

CHCI  operates  two  primary  health  centers  within  the  District  of 
Columbia,  the  Upper  Cardozo  Health  Center  and  the  East  of  the  River 
Health  Center  primarily  serving  the  economically  disadvantaged  and 
uninsured.  During  1992  the  CHCI  Governing  Board  was  forced  to 
close  a  third  site,  Shaw  Community  Health  Center,  due  to  a  mounting 
deficit  brought  on  by  a  crisis  demand  for  uncompensated  services. 

We  are  asking  the  Committee  on  the  District  of  Columbia  to  consider 
funding  the  health  center,  while  it  debates  the  numerous  proposals 
to  reform  the  United  States  health  insurance  system.  These  funds 
could  be  part  of  the  Appropriation  to  the  District  of  Columbia. 
These  funds  would  be  used  to  expand  patient  services,  increase 
access,  and  eliminate  poor  health  outcomes. 
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HEALTH  SYSTEM  REFORM  &  THE  DISTRICT  OF  COLUMBIA 
COMMITTEE  ON  THE  DISTRICT  OF  COLUMBIA 
US  HOUSE  OF  REPRESENTATIVES 
HEARINGS  HELD  APRIL  19,  1993 

STATEMENT  FOR  THE  RECORD 

by 

JONAS  MORRIS 

The  announcement  for  this  hearing  said  it  had  been  called  to 
address  the  potential  impact  of  health  care  reform  on  District 
residents.  Rather  than  address  my  remarks  to  which  type  of  health 
insurance  mechanism,  as  identified  by  the  Chairman  -  managed 
competition,  pay-or-play,  or  single  payor  -  would  be  best  for  the 
District  of  Columbia,  I  have  taken  a  different  subject.  I  focus 
my  remarks  on  improvements  in  the  capacity  of  the  health 
infrastructure  in  the  District  of  Columbia  needed  to  make  health 
care  reform  successful.  Without  the  proper  foundation,  almost  any 
health  care  reform  can  flounder. 

Witnesses  who  presented  testimony  during  the  April  19 
hearing  adequately  addressed  the  issue  of  health  insurance  reform 
and  gave  a  full  description  of  the  availability  of  care  and 
health  care  providers  in  the  District  of  Columbia,  the 
availability  of  health  insurance  or  other  means  for  paying  for 
health  care,  the  cost  of  health  care  services  in  the  District, 
and  the  burden  DC  hospitals  are  shouldering  because  of  the 
uncompensated  care  they  provide. 

My  remarks  will  cover  the  following  health  reform  issues: 

*  Health  planning  and  health  care  reform 

*  Medicaid  and  DC  residents 

*  Primary  care  issues  in  the  District 

*  The  role  of  non-profit  clinics 

*  Mental  health  services 

*  Health  Corners 

*  Public  health  efforts 

HEALTH  PLANNING  &  HEALTH  CARE  REFORM 

For  health  care  reform  to  be  successfully  implemented,  there 
must  be  an  adequate  health  care  infrastructure  and  that 
infrastructure  should  be  carefully  constructed.  If  there  are 
insufficient  resources  in  place  when  the  reform  plan  is 
implemented  (or  if  the  mechanism  to  create  those  resources  is  not 
in  place)  the  services  demanded  will  probably  exceed  the  system's 
capacity  to  deliver  those  services. 

This  issue  is  a  very  real  and  serious  problem  for  the 
District.  There  is  insufficient  capacity  to  provide  care  to  the 
approximately  127,000  persons  in  the  city  who  are  without  health 
insurance  (although  many  of  these  individuals  find  some  level  of 
health  care  through  non-profit  clinics,  clinics  operated  by  the 
Commission  of  Public  Health,  and  hospital  emergency  rooms) .  If 
each  of  these  persons  were  suddenly  given  access  to  the  usual 
health  care  system,  it  probably  would  not  have  the  capacity  to 
meet  the  demand.  Having  an  effective  health  planning  program  is 
one  way  becoming  prepared  for  such  an  eventuality. 

Health  planning  in  the  District  of  Columbia  is  carried  out 
principally  through  two  offices:  the  State  Health  Planning  and 
Development  Agency  (SHPDA) ,  recently  relocated  and  now  part  of 
the  Commission  of  Public  Health,  and  the  Office  of  Health 
Planning  and  Development  in  the  Commission  of  Public  Health. 

The  SHPDA  health  planning  process  at  this  time  is  severely 
inadequate  to  its  task  and  must  be  strengthened  before  any  health 
reform  package  is  implemented,  as  the  following  discussion 
illustrates . 
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SHPDA  has  a  statutory  mandate.  By  law,  it  has  responsibility 
for  evaluating  and  issuing  (or  denying)  certif icates-of -need 
(CONs)  which  are  necessary,  generally,  before  a  new  health 
service  can  be  started,  stopped,  significantly  altered  or 
enhanced,  or  major  new  medical  equipment  can  be  purchased  (this 
generally  does  not  apply  to  physicians  in  private  practice,  but 
does  apply  to  clinics,  particularly  if  they  wish  to  get 
reimbursed  by  the  DC  medicaid  program) .  Applications  for 
certif icates-of -need  are  first  reviewed  by  the  SHPDA  staff,  then 
presented  to  the  Statewide  Health  Coordinating  Council  (SHCC) 
which  can  recommend  that  they  be  approved  as  presented,  denied  or 
modified.  The  recommendations  of  the  SHCC  are  advisory  and  are 
designed  to  provide  guidance  to  the  SHPDA  Director,  who  by  law 
has  sole  responsibility  for  granting  or  denying  a  CON,  or 
granting  it  with  modifications. 

Until  recently,  SHPDA  was  a  separate  agency  in  the  DC 
Department  of  Human  Services.  With  the  recent  reorganization  of 
the  Department,  SHPDA  was  moved  to  the  Commission  of  Public 
Health,  but  it  nevertheless  retains  the  same  statutory  authority, 
which  includes  granting  CONs  for  mental  health  and  some  other 
services  outside  the  purview  of  CPH.  The  City  Council  in  1992 
passed,  and  the  Mayor  signed,  legislation  (Health  Services 
Planning  Program  Act  of  1992;  Bill  9-43;  DC  Act  9-322)  recreating 
the  CON  procedure. 

SHPDA  is  also  responsible  for  writing  and  updating,  with 
substantial  input  from  the  community,  the  State  Health  Plan. 
Generally  speaking,  the  state  health  plan  is  a  roadmap  that  lays 
out  the  full  range  of  health  services  that  will  be  needed  over 
the  next  five  or  ten  years.  SHPDA  and  the  SHCC  use  this  roadmap 
as  they  review  applications  for  certificates  of  need. 

The  CPH  Office  of  Health  Planning  and  Development,  an  office 
whose  responsibility  is  limited  to  matters  under  the  purview  of 
the  Commission  of  Public  Health,  has  responsibility  for  planning 
and  developing  programs  and  services  for  the  Commission, 
including  the  public  health  clinics.  The  Commission,  as  you  are 
aware,  is  in  the  process  of  being  recreated  in  a  Department  of 
Public  Health  as  a  result  of  the  enactment  of  legislation  in 
1992.  However,  CPH  is  now  reaching  beyond  this  limited  mandate, 
and  appropriately  so.  Recently  it  sponsored  a  conference  on 
"Health  Care  Reform  in  the  District  of  Columbia, "  which  was 
designed  to  focus  on  changes  needed  to  help  support  successful 
implementation  of  health  care  reform. 

The  conference  particularly  focused  on  developing  objectives 
presented  in  Healthy  People  2000  (promulgated  in  1991  by  the  US 
Public  Health  Service)  and  designing  strategies  to  implement 
those  objectives.  Healthy  People  2000  is  primarily  a  system  for 
identifying  targets  for  improving  the  health  status  (e.g.  "By  the 
year  2000,  95  percent  of  all  persons  under  the  age  of  18  will 
have  an  identified  primary  health  care  provider.") .  It  is  not  a 
process  for  rearranging  the  configuration  of  hospital  services  or 
identifying  the  number  of  home  health  care  agencies  may  be  needed 
by  the  year  1995,  for  example. 

As  yet,  neither  the  Mayor,  Director  Gray  nor  Commissioner 
Akhter  has  stated  how  the  new  law  will  be  implemented,  or  whether 
the  two  health  planning  efforts  will  be  combined.  If  the  City, 
however,  is  to  adequately  prepare  for  a  reformed  health  care 
system  as  envisioned  by  the  Clinton  Administration's  Health  Care 
Reform  Task  Force,  this  anomaly  needs  to  be  corrected  soon.  My 
own  view  is  that  the  kind  of  health  planning  for  which  SHPDA  is 
responsible  (that  is,  a  master  plan  and  a  CON  process)  is  needed 
in  order  for  a  state  or  city  to  have  an  effective  and  workable 
health  care  system. 
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There  are  a  number  of  problems  with  the  present  SHPDA 
arrangement  at  this  time.  These  include: 

*  SHPDA  staff  has  been  decimated  in  recent  years,  with 
the  result  that  much  needed  work  does  not  get  done. 

*  The  State  Health  Plan  is  out  of  date  (largely  because 
of  staff  shortages) ,  with  the  result  that  staff 
reviewing  CON' s  are  required  to  make  recommendations 
based  on  standards  that  do  not  reflect  current 
realities . 

*  The  post  of  SHPDA  director  has  been  vacant  since  last 
summer  and  there  appears  to  be  no  work  in  progress  to 
fill  the  vacancy. 

The  District's  health  services  (both  public  sector  and  some 
of  the  private  sector)  are  under  stress.  This  is  due  largely  to 
the  extraordinary  pressure  to  provide  services  to  a  population 
that  has  very  serious  health  needs,  including  a  large  population 
of  persons  without  health  insurance,  many  of  whom  have  AIDS  or 
are  HIV  positive.  This  was  very  adequately  described  by  some  of 
your  other  witnesses. 

An  effective  state  health  planning  program,  including  a  CON 
process,  is  necessary  to  build  and  maintain  an  effective  health 
system  infrastructure  to  ensure  that  all  residents  are  able  to 
get  appropriate  health  care  on  a  timely  basis.  Such  a  health 
planning  process  can  ensure  that  broad  planning  parameters  are 
adhered  to,  provide  the  opportunity  for  a  structured  debate  on 
significant  changes  to  the  City's  health  infrastructure  and  help 
to  identify  and  work  toward  effective  and  constructive 
compromises.  In  the  eighteen  months  that  I  have  been  a  SHCC 
member  there  have  been  several  such  efforts  with  some  limited 
success . 

The  District  of  Columbia's  state  health  plan  should  be 
updated  and  the  CON  process  strengthened  in  order  to  help  build 
the  capacity  in  the  District  to  provide  everyone  with  the  health 
services  they  need  in  a  reformed  health  system  in  a  reformed 
health  system. 

MEDICAID  AND  DC  RESIDENTS 

It  appears  that  the  District  of  Columbia  is  not  signing  up 
to  the  extent  anywhere  near  possible  residents  who  could  qualify 
for  medicaid. 

A  recent  GAO  report,  "District  of  Columbia:  Barriers  to 
Medicaid  Enrollment  Contribute  to  Hospital  Uncompensated  Care" 
(HRD-93-28) ,  describes  steps  that  could  take  to  help  gain  access 
to  medicaid  reimbursement  for  some  of  the  now  uncompensated  care 
provided  by  District  hospitals.  It  also  appears  that  there  is  a 
significant  amount  of  health  care  provided  outside  hospitals  to 
people  who  are  poor  or  otherwise  do  not  have  insurance  to  pay  for 
health  care  services  that  might  be  reimbursed  by  medicaid  if  the 
individuals  were  enrolled  in  the  medicaid  program.  A  number  of 
the  non-profit  health  clinics  in  the  District  providing  care  to 
this  population  are  now  taking  steps  to  enroll  their  clients  in 
the  medicaid  program  if  they  are  eligible.  This  effort  is 
described  below. 

It  is  quite  likely  that  the  medicaid  program  will  be 
substantially  modified  by  the  Clinton  Administration's  Health 
Care  Reform  proposal,  but  that  prospect  does  not  make  the  issue 
moot.  The  DC  Commission  on  Health  Care  Finance,  as  you  know,  is 
implementing  a  program  requiring  that  all  AFDC  beneficiaries  (who 
for  the  most  part  are  eligible  for  medicaid  coverage)  have  a 
primary  health  care  provider.  This  is  an  important  program  and 
should  be  implemented  swiftly.  All  individuals  who  are  eligible 
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for  medicaid  should  be  enrolled  in  the  program  as  soon  as 
possible.  Additional  steps  need  to  be  taken  by  the  City  to 
accomplish  this. 

CPH/PHS  PRI^4ARY  CARE  TASK  FORCE 

The  DC  Commission  of  Public  Health  recently  entered  into  a 
cooperative  agreement  with  the  US  Public  Health  Service  to  build 
a  much  stronger  primary  care  system  in  the  District .  Under  this 
agreement,  CPH  is  developing  a  primary  care  network  of  public  and 
private,  non-profit  clinics  and  other  providers  in  the  District 
of  Columbia  to  focus  on  the  best  ways  to  improve  primary  health 
care  services  throughout  the  entire  city  for  the  population  that 
is  largely  without  health  insurance  and  often  poor.  The 
Commission  has  convened  the  DC  Primary  Care  Citywide  Task  Force 
to  provide  oversight  to  the  project.  All  of  this  should  enhance 
the  primary  care  infrastructure  in  the  city.  This  is  an  important 
step  to  prepare  for  health  care  reform. 

This  effort  complements  another  ambitious  CPH  program, 
Healthy  Start,  a  PHS  supported  effort  which  is  focusing  on 
building  a  prenatal,  infant  and  child  care  health  services 
program  in  Wards  7  and  8 .  This  program  can  have  a  significant 
impact  on  these  communities  east  of  the  Anacostia  River  by 
attempting  to  ensure  that  all  children  have  proper  immunizations, 
that  youngsters  -  both  male  and  female  -  understand  the  problems 
associated  with  teen  pregnancies,  that  when  a  teenager  does 
become  pregnant  it  is  crucial  that  she  have  access  to  a  complete 
prenatal  program  and  that  both  she  and  the  infant  will  have 
proper  care  after  delivery.  Healthy  Start  must  also  focus  on  AIDS 
and  HIV  infection,  the  most  severe  health  problem  facing  the 
city. 

But  there  are  other  severe  problems  with  which  the  Healthy 
Start  program  must  deal :  violence  experienced  by  youngsters  as 
well  as  adults,  either  as  witness  or  as  the  object  of  the 
assault;  general  preventive  health  care  so  as  to  cut  down  on 
crisis  medicine  in  hospital  emergency  rooms;  special  care  for 
children  with  serious  chronic,  often  genetic,  diseases  that 
require  an  extraordinary  level  of  attention  and  resources  to 
manage  successfully;  mental  health  care  to  help  bring  some 
stability  to  the  lives  of  children  growing  up  in  very  difficult 
circumstances . 

Hopefully  the  Healthy  Start  initiative  will  make  it  possible 
to  bring  about  systemic  changes  in  the  City's  public  health  care 
system  so  that  these  services  become  permanent  and  durable  and 
will  operate  successfully  for  years  to  come. 

NON-PROFIT  DC  HEALTH  CLINICS 

Non-profit  health  clinics  in  the  District  of  Columbia 
provide  a  crucial  and  badly  needed  health  care  to  an  important 
segment  of  the  District's  population.  Members  of  this  population, 
for  the  most  part,  are  the  same  as  those  who  use  the  clinics 
operated  by  the  Commission  of  Public  Health. 

Many  of  the  non-profit  clinics  in  the  District  recently 
joined  together  to  form  the  Coalition  of  Non-profit  DC  Health 
Clinics  so  as  to  jointly  work  together  to  increase  their  capacity 
to  more  effectively  provide  health  care  to  persons  who  use  their 
services.  These  clinics,  jointly,  provide  tens  of  thousands  of 
hours  of  health  care  annually  to  persons  who,  for  the  most  part, 
would  either  not  receive  needed  health  care,  add  to  the  crowd 
already  seeking  indigent  care  in  the  emergency  rooms  of  the 
city's  hospitals  or  add  to  the  already  excessive  burden 
confronting  clinics  operated  by  the  Commission  of  Public  Health. 


206 


The  non-profit  clinics  are  asking  CPH  for  access  to  the  City 
run  lab  to  do  the  necessary  diagnostic  work  required  for  many  of 
their  clients.  They  are  also  asking  for  the  ability  to  purchase 
medications  from  the  CPH  pharmacy,  and  for  effective  support 
services  from  DC  General  Hospital,  such  as  x-rays  and  other 
diagnostic  services  clinic  physicians  and  other  health  care 
practitioners  are  unable  to  provide.  When  measuring  the  capacity 
of  the  District  of  Columbia  to  provide  health  care  services  to 
the  entire  population,  the  work  of  these  clinics  must  be  taken 
into  account . 

I  am  working  with  members  of  the  Coalition  through  Health 
Services  Development  Inc.,  a  non-profit,  tax  exempt  agency  of 
which  I  am  director,  to  help  them  achieve  some  of  these 
objectives  so  as  to  enhance  their  capacity  to  deliver  health  care 
to  the  population  they  serve.  We  are  helping  the  clinics  install 
a  computer-based  program  that  determines  whether  a  client  may  be 
eligible  for  medicaid  and  other  entitlements.  This  program  itself 
may  result  in  successfully  get  reimbursement  for  a  significant 
amount  of  health  care  that  now  is  provided  free.  (See  Appendix  B 
for  a  list  of  the  members  of  the  Coalition  of  Non-profit  DC 
Health  Clinics) . 

MENTAL  HEALTH  SERVICES 

The  Clinton  Health  Care  Reform  Task  Force  has  indicated  that 
mental  health  services,  including  services  to  deal  with  substance 
abuse,  will  be  covered  to  some  extent  under  the  forthcoming  plan. 
Although,  these  services  are  outside  the  responsibility  of  the 
Commission  of  Public  Health  they  need  to  be  included  in  the 
City's  health  planning  process.  Unfortunately,  the  District's 
public  system  of  mental  health  care  is  in  disarray  and  needs 
substantial  improvement  before  it  will  have  the  capacity  to 
provide  effective  mental  health  services  to  those  seeking  them  in 
the  public  sector. 

The  Commission  has  been  without  a  Commissioner  for  nearly  a 
year  now,  despite  repeated  urging  by  the  community  that  the  Kelly 
Administration  take  immediate  and  effective  steps  to  name  a 
qualified  person  to  fill  that  vacancy. 

Additionally,  the  Kelly  Administration  and  the  Commission  on 
Mental  Health  Services  have  failed  to  respond  effectively  to  an 
agreement  signed  with  the  Dixon  Implementation  Monitoring 
Committee.  The  Dixon  Committee  has  been  involved  for  many  years 
in  litigation  with  the  City  to  provide  more  effective  public 
mental  health  services  to  DC  residents.  The  Dixon  Committee  has 
petitioned  the  Court  to  appoint  a  special  master  so  that  progress 
can  be  made  on  improving  services  to  persons  experiencing  mental 
illness  designated  in  the  law  suit.  This  is  an  untenable 
situation  and  needs  to  be  corrected  quickly. 

HEALTH  CORNERS 

There  are  some  very  bright  health  care  spots  in  the 
District.  The  program  of  Health  Corners  operated  in  at  least  five 
of  the  City's  public  housing  units,  with  more  to  come,  are  a  very 
creative  and  energetic  program  that  meets  many  important 
objectives.  This  is  an  ambitious  program  that  trains  residents  of 
public  housing  units  to  serve  as  health  advocates  in  Health 
Corners,  an  apartment  set  aside  in  public  housing  units.  Health 
advocates  staff  health  corners  on  a  regular  basis  and  provide 
health  education  and  some  screening  to  their  neighbors  in  the 
housing  units.  When  health  care  by  a  trained  professional  is 
called  for,  the  health  advocate  links  the  person  with  one  of  the 
City's  public  health  clinics,  a  not-for-profit,  private  clinic  or 
other  health  care  facility  where  the  individual  can  get  the 
treatment  he  or  she  needs . 
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This  program  was  recently  brought  to  the  attention  of  the 
Clinton  Administration's  Health  Care  Reform  Task  Force,  which,  I 
am  told,  found  considerable  merit  in  the  program  and  indicated  it 
was  the  kind  of  primary  health  care  system  that  it  would  like  the 
federal  government  to  support  in  a  reformed  health  care  system. 

Health  corners  are  a  product  of  the  public  housing  community 
themselves.  Part  of  the  initial  impetus  -  and  a  lot  of  the  energy 
that  keeps  them  going  today  -  comes  from  the  Kenilworth-Parkside 
Housing  Development.  But  a  lot  of  other  organizations  have  helped 
along  the  way,  including  the  DC  Cardiovascular  and  Renal  Disease 
Consortium  (DC  CARE) ,  the  Centers  for  Disease  Control  and 
Prevention,  and  the  DC  Commission  of  Public  Health. 


PUBLIC  HEALTH  EFFORTS 

Earlier  I  discussed  some  of  the  traditional  curative  health 
care  services  provided  by  public  health  clinics  under  the 
auspices  of  the  Commission  of  Public  Health.  In  the  present 
health  system,  public  health  has  a  dual  responsibility.  Its 
responsibilities  will  change  in  a  reformed  health  care  system.  At 
this  time,  CPH  has  both  the  responsibility  either  to  provide 
clinical  health  care  services,  or  cause  to  be  provided,  to  people 
who  otherwise  do  not  have  access  to  these  services  and 
responsibility  to  see  that  certain  health  education,  promotion 
and  preventive  health  activities  are  carried  out. 

In  the  reformed  health  system,  because  most  people  will  have 
access  to  clinical  health  care  services  through  a  universal 
system  of  care,  public  health  responsibility  for  providing 
individual  clinical  curative  and  preventive  health  services  will 
be  significantly  diminished. 

Thus,  in  a  reformed  health  care  system,  public  health 
prevention  and  education  programs  become  a  more  prominent  part  of 
the  public  health  agency's  responsibility.  These  activities, 
which  may  be  targeted  at  the  entire  community  or  to  a  defined 
subset  of  the  community,  are  intended  to  improve  health  or 
provide  protection  from  disease  and  injury.  This  objective  will 
be  accomplished  through  public  education,  regulation  of  behavior, 
and/or  outreach  services  to  individuals  or  populations  identified 
as  having  a  high  risk  of  contracting  a  disease  or  diseases  or 
experiencing  injury  or  other  adverse  health  conditions.  Examples 
of  such  public  health  activities  include  public  education  on  HIV 
and  AIDS,  mandatory  seat  belt  use,  and  follow-up  of  persons 
suspected  of  having  tuberculosis. 

In  a  reformed  health  system,  public  health  agencies  will 
continue  to  monitor  access  to  appropriate  care  and  intervene  to 
assure  services  for  all,  whether  they  are  provided  directly  by 
public  agencies,  through  contract  with  private  programs,  or  by 
mandate  due  to  federal  or  DC  law.  Special,  hard-to-reach 
populations,  such  as  people  who  are  homeless,  will  be  the 
particular  focus  of  public  health  agencies. 

The  Clinton  Administration  Health  Care  Reform  Task  Force  has 
indicated  that  there  will  be  a  defined  role  for  public  health 
agencies  in  the  reformed  system.  Thus,  as  we  talk  about  health 
care  reform  in  the  District  of  Columbia,  we  need  to  keep  this  new 
role  in  mind,  plan  for  it  and  shaped  it. 
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APPENDICES 

Appendix  A 

■Biographical  Information  about  Jonas  Morris 

Jonas  Morris  has  over  twenty- five  years  experience  working 
with  health,  mental  health  and  aging  issues  and  programs  through 
consulting,  lobbying,  teaching  and  as  a  writer,  journalist  and 
program  analyst.  He  has  experience  in  the  non-profit,  for-profit 
and  public  sectors,  extensive  expertise  in  planning,  governmental 
process,  and  the  development  of  consensus  in  policy  making. 

He  is  a  long-time  resident  of  the  District  of  Columbia  and 
President  of  Health  Services  Development  Inc.,  a  non-profit, 
501c3  organization,  which  specializes  in  projects  designed  to 
develop  improved  access  to  and  delivery  of  effective  and 
appropriate  health  and  related  services  for  low- income  and 
disadvantaged  persons  living  in  the  District  of  Columbia.  HSD 
also  focuses  on  projects  designed  to  improve  the  infrastructure 
of  health  services  delivery  and  capacity  in  the  District  of 
Columbia . 

He  is  active  in  many  associations  and  organizations  in  the 
District  concerned  with  health  issues:  Mayoral  appointee  to  the 
Statewide  Health  Coordinating  Council,  member  of  the  governing 
council  of  the  Metropolitan  Washington  Public  Health  Association, 
member  of  the  boards  of  directors  of  the  Health  Equal  Access 
League  (HEAL  DC)  and  the  DC  Mental  Health  Association,  and  member 
of  DC  CARE  (Cardiovascular  and  Renal  Education  Consortium)  and 
the  Health  and  Human  Services  Coalition  of  the  District  of 
Columbia.  In  addition,  he  is  a  member  of  the  Primary  Care  Task 
Force  organized  jointly  the  DC  Commission  of  Public  Health  and  US 
Public  Health  Service. 

His  address  is  1742  Riggs  Place,  NW,  Washington,  DC,  20009- 
6113  (202-797-0647) . 
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8 
Appendix  B 

COALITION  ON  NON-PROFIT  HEALTH  CLINICS 

Clinica  Del  Pueblo,  1470  Irving  St.  NW,  Washington,  DC  20005 

Community  of  Hope  Health  Services,  1417  Belmont  St.  NW, 
Washington,  DC  20009 

Community  Medical  Care,  1118  9th  St.  NW,  Washington,  DC  20001 

Health  Care  for  the  Homeless,  1234  Massachusetts  Ave.  NW 
Washington,  DC  20005 

Mary's  Center,  1844  Columbia  Rd.  NW,  #204,  Washington,  DC  20009 

Planned  Parenthood,  1108  16th  St.  NW,  Washington,  DC  20036 

S.O.M.E.,  71  0  St.  NW,  Washington,  DC  20001 

Spanish  Catholic  Health  Clinic,  3055  Mt .  Pleasant  St.  NW 
Washington,  DC  2  0009 

Washington  Free  Clinic,  16th  &  Newton  Sts .  NW,  Washington,  DC 
20010 

Whitman  Walker  Clinic,  1407  S  St.  NW,  Washington,  DC  20009 

Zacchaeus  Free  Clinic,  1329  N  St.  NW,  Washington,  DC  20005 
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Committee  On  TTie  District  of  Columbia 
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Washington,  D.C  20515 


The  Prudential  Injxirance  Company  of  America 
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The  Prudential  strongly  suppom  the  Managed  Competition  approach  to  meeting  the 
health  care  needs  of  District  of  Columbia  reildects.  As  the  nation's  largest  Insurer,  we 
have  made  a  oational  comroitment  to  managed  care  because  we  believe  it  is  the  best  way 
to  provide  Americans  with  high  quality  care  at  a  reasonable  cost. 

Currently,  we  offer  three  different  managed  care  products  In  the  Washington-Baltimore 
area;  a  40,000-iiiember  group  model  Medicaid  HMO  in  Baltimore;  a  100,000-member 
mixed  model  commercibJ  HMO  in  Cemral  Maiyland,  Northern  Virginia,  and  In  the 
District;  and  an  innovative  120,000-inember  managed  PPO  which  feature*  primary  care 
provider/gatekeepers  in  the  same  area. 

About  6,900  D.C  residents  are  members  of  the  PPO  and  about  2,100  are  IPA  HMO 
mcmben.  While  we  are  Maryland's  largest  Medicaid  HMO,  we  do  not  serve  District 
Medicaid  recipients. 

Specific  Response  on  Managed  CompetllloD 

1.  If  the  entire  DUlrld  of  Columbia  were  a  HIPC  and,  for  lakc  of  argument,  all  600,000 
residents  were  i«<)ulred  to  be  in  It,  would  you  bid  to  be  aa  AHP  entering  the  baiie 
benefit  package? 

In  theory,  yes,  However,  to  be  more  specific,  we  would  have  to  know  more  about  the 
rules  that  would  govern  the  HIPCs  operation-  There  also  are  many  other  questions  that 
would  have  to  be  answered.  For  example;  Would  the  HIPC  serve  Uiose  who  lijad  in 
D.C.  or  WQikfid  in  D.C  ~  or  both? 

2.  Roughly,  what  do  you  estimate  yovr  monthly  premium  would  be  compared  (o  your 
average  monthljr  premium  now? 

Compared  to  our  average  monthly  premium  for  employed  persons,  our  premium  for  a 
D.C-widc  HIPC  would  Increase  because  It  would  serve  people  now  on  Medicaid,  a 
sicker  population  that  uses  more  medical  services.  The  actual  premium  would  depend 
upon  a  variety  of  considerations  about  the  health,  age  and  gender  of  the  overall  D.C 
population.  By  the  way,  this  assumes  that  there  would  be  only  one  price  for  the  entire 
HIPC  We  feci  that  a  risk  adjustment  mechanism  is  neccs-saty  to  protect  AHFs  that 
served  low-income  populations  (see  below). 

3.  Currently,  only  Chartered  Health  Plan  ofTers  Insurance  to  16,000  of  tho  District's 
100,000+  Medicaid  population  -  an  IPA  model  HMO.  Are  there  re^Hlrements  placed 
on  Insurers  by  the  Insurance  Commissioner  that  limits  the  ability  or  Interest  of  Insuren 
(0  contract  Tor  Medicaid  enrolleetf  If  similar  restrictions  were  extended  to  all  AHPs  - 
lUce  a  requirement  on  insurers  to  contract  with  District  hospitals  -  how  would  this 
Influence  your  decision  as  to  whether  to  participate  in  a  D.C  HIPC? 

There  are  obsucles  to  participating  in  the  Medicaid  market,  but  they  are  not  placed 
there  by  the  Insurance  Comrai.ssioner,  Most  prohibitive  Ls  the  fact  that  when  we 
Investigated  participating  in  the  D.C  Medicaid  market,  we  discovered  that  rates  paid 
were  lower  than  Maryland's,  even  though  there  is  no  evidence  that  the  costs  of  caring  for 
D.C.  residents  would  be  any  lower  than  Maryland  residents. 

There  were  other  unattractive  contract  provisions  as  well.  For  example,  the  District 
requires  that,  if  an  HMO  serves  Medicaid  recipients,  all  the  HMO's  providers  must  serve 
Medicaid  recipients  in  all  their  offices,  We  knew  that  some  of  our  providers,  who  do  not 
currently  serve  Medicaid  recipients  and  whose  practices  are  located  in  areas  where  there 
are  few  Medicaid  recipients,  would  drop  out  of  our  network  if  we  required  them  to  serve 
Medicaid  recipients.  Rather  than  jeopardize  our  provider  network,  wc  elected  not  to 
participate.  Maryland  has  no  such  requirement,  but  allows  us  to  designate  a  provider 
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network  for  Medicaid  which  Is  chosen  to  be  located  in  the  ncces&ary  communities  to 
promote  access  to  care. 

In  Maryland,  the  StAte  also  effectively  protects  HMO»  against  the  Impact  of  certain 
catastrophic  fllnesses  lik«  AIDS  by  offering  "itop  loss"  provisions  in  its  contract  D.G 
offers  no  such  protection. 

In  terms  of  restrictions  upon  AHPs,  we'd  have  to  examine  each  one  to  determine 
whether,  singly  or  cumulatively,  they  would  influence  our  decision  whether  to  participate 
in  a  D.C.  HiPC.  For  example,  we  have  no  objection  in  theory  to  contracting  with  District 
hospitals  -  we  do  already  -  but  wt  would  not  wish  to  be  required  to  contract  with  all 
D.C  hospitals.  To  do  so  would  destroy  our  ability  to  require  a  hospital  to  me€t  quality  of 
care  standards,  to  say  nothing  of  negotiating  reasonable  fees.  For  ewmplc,  we  have  high 
standards  for  quality  a.ssurance.  But  a  hospital  that  couldn't  be  cut  from  the  network 
could  ignore  them  and  we  would  be  powerless  to  do  anything  about  it 

4.  My  understanding  Is  that  Chartered  Health  Plan  enrolls  only  the  AFDC-€ll^bIe 
Medicaid  enrollees.  AFDC-M«dicaid  enroTlccs  make-up  roughly  one  half  of  the  total 
Medicaid  population  In  the  District.  How  does  the  amount  of  the  premium  received  by 
Charter  for  Medicaid  enroUeei  compare  to  the  average  msl  of  all  Medicaid  enrolleet? 
Would  enroUinent  of  the  non-AFDC  eligible  Medicaid  population  require  adUustment  to 
the  premium  currently  received  by  Chartered? 

This  question  is  specific  to  Chartered  Health  Plan. 

5.  Do  yo«  have  the  facilities  currently  In  place  to  serve  the  entire  popoiation  in  an 
MM07   If  not,  how  long  would  It  take  you  to  get  ihem  to  place?  What  areas  of  the  City 
are  yon  least  prepared  to  serve  In  the  flrst  year  of  the  contract? 

It's  unlikely  that  any  single  HMO  could  boast  facilities  sufficient  to  serve  the  entire 
population  of  D.C  That  doesn't  mean  that  capacity  couldn't  be  developed,  however.  We 
have  experience  in  bringing  up  large  networks  -  even  when  muUI-slate  -  relatively 
quickly  for  large  employer  groups.  Depending  on  the  extent  of  the  network  needed,  it 
would  take  several  months,  ideally  a  yesu,  to  build  a  quality  network,  complete 
credentiallin^,  and  ln.stall  quality  asMjrancc  systems. 

(.  Would  you  contract  with  any  of  the  Clty'l  teaching  hospitals?  (And  If  not,  what 
would  you  expect  to  happen  to  teaching  hosptlalt?)  Would  you  contract  with  National 
Rehabilitation  Hospital  for  Rehabilitation  services? 

Again,  in  theory,  we  have  no  problem  contracting  with  teaching  hospitals  ^  we  contract 
with  Johns  Hopkins  and  Georgetown  now.  Much  would  depend  upon  the  hospital's 
willingness  to  work  cooperatively  with  us  in  a  managed  care  environment 

7.  Under  managed  competition  as  it  has  been  defined,  government  support  for  the 
Medicaid  population  would  be  limited  to  the  price  of  the  lowest  priced  plan.  Assume 
you  ere  the  lowest  priced  AHP,  and  for  vrhaterer  reason,  all  other  AHPi  bid  $100  more 
per  month/$1200  per  year.  Do  you  agree  with  me  that  almost  Immediately  yon  would  be 
the  AHP  used  by  the  current  Medicaid  population  and  the  poor  and  Qear>poor. 

Under  your  scenario,  yes.  However,  you  are  quite  clearly  making  the  best  argument  for 
having  different  prices  paid  to  HMOs  for  caring  for  different  patient  populatioas.  There 
roust  be  a  "risk  adjustment"  mechanism  in  place  for  hi^er  risk  populations  with  the 
increased  co.st  of  care  for  the  Medicaid  population  being  borne  by  the  government.  We 
would  not  like  to  see  the  poor  and  near-poor  given  no  choice  but  the  single  lowest 
bidder. 

Our  recommendation  would  be  to  allow  a  choice  among  at  lea.st  the  thre^  least 
expensive  who.se  premiums  would  be  adjusted  based  on  some  muUiplier.  For  example, 
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wc  know  ihM  low  income  has  res^jlted  in  higher  health  care  costs    K  the  HMO  quotes  a 
price  of  $X  for  the  employed  population,  the  HMO  should  be  pjud  for  the  unemployed 
St  a  rate  of  $X  Hme»  a  muttipUer.  The  bUtorial  cost  data  for  the  expense  of  caring  for 
the  Medicaid  population  is  availabk  to  the  District.  It  would  not  be  difficult  to 
determine  an  equitable  adjustment  based  on  that  Inforraation. 

8,  Are  yoo  prepared  to  provide  primaiy  cart  and  other  BerYlc««  In  the  areas  of  the  aty 
where  most  of  the  poorer  r«ldenU  are  located?  If  wot,  when  could  you? 

We  arc  not  currently  prepared,  but  could  be.  The  biggest  unknown  would  be  the  current 
providers'  willingness  to  work  with  managed  care.  Again,  we  woxUd  need  about  a  year  - 
from  the  time  when  it  became  clear  what  the  HIPCs  rules  and  regulalioas  were  ••  to 
reauit  a  quality  network. 

We  caution  against  assembling  a  network  too  hurriedly.  The  Medicaid  population  is  a 
vulnerable  one  and  safeguards  must  be  in  place  to  monitof  and  support  high  standards  of 
care. 

9.  A  proposed  function  of  the  HIPC  Is  to  make  ri»k  adjustment*  to  protect  against 
adverse  selection  In  any  one  plan.  Do  you  believe  that  if  you  were  the  lowest  priced  AHP 
In  an  ar«a»  where  the  poor  might  be  concentrated,  that  the  Government  would  be  able  to 
sufTiCiently  risk  adjust  your  contract  so  that  you  would  be  able  to  survive  without  an 
upward  «4]attment  of  monthly  proninmsT 

In  effect,  the  risk  adjustment  represents  an  Increa.sc  in  monthly  premiums.  It  is  possible 
for  the  govcrmnent  to  sufTidendy  risk-adjust  so  that  premium  increases  to  the  member 
do  not  occur.  The  more  successfW  the  adjustment  mechanism,  the  less  necessary  are  the 
premium  increases  to  the  members.  We  believe  that  any  such  mechanisms  should  be 
developed  in  cooperation  with  the  industry. 

10,  Md  11.  How  would  t  District  of  ColombU  HIPC/AHP  woiit  across  State  Untt?  In 
other  words,  would  your  network  of  providers  be  moderately  or  severely  hurt  If  you  bad 
to  use  providers  Just  In  D.C? 

Do  you  believe  a  Capitol  Area  HIPC  could  only  work  If  It  covered  a  larger  SMSAtype 
area?  Where  would  draw  the  llnei? 

10.  and  11.      Until  national  reform  occurs  which  would  foster  regional  HTPCs,  each 
jurisdiction  is  limited  to  what  it  can  do  within  its  own  boundaries.  We  support  the  effort 
to  create  conditions  in  which  regional  HIPCs  would  be  possible.  At  that  time  we 
strongly  believe  that  any  D.C  HIPC  should  be  extended  to  the  entire  metropolitan  area 
In  order  to  reflect  existing  commuter  patterns. 

12.  Would  you  dcscrlb«  how  you  would  hold  down  costs  aHcr  the  initial  bid? 

After  the  Initial  bid,  we  would  hold  down  costs  the  way  HMOs  always  have  -  by 
managing  care.  We  would  work,  as  we  do  every  day,  to  provide  high  quality,  cost- 
effective  care  to  all  our  members  through  capitated  provider  networks,  Intensive  case 
management,  careful  utilization  review,  aggressive  contractual  agreements,  etc. 

All  Payor/Slngle  Payor  Approat^hw 

All  the  many  criticisms  of  these  approaches  have  already  been  voiced,  ranging  from 
inability  to  control  costs  or  utilization  tO  the  creation  of  exteasivc  and  expensive 
bureauCTacies  and  the  shifting  of  expenses  Drst  to  employirs  end  then  to  the  taxpayer. 
We  frankly  do  not  beh'evc  that  these  approaches  merit  the  Committee's  consideration. 
Managed  Competition  creatively  harnesses  market  forces  to  work  in  favor  of  both  the 
consumer  of  and  the  payor  for  quality  health  care. 
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FINANCING  A  NATIONAL  HEALTH  CARE  PROGRAM 

with 
COST  CONTAINMENT 


Submitted  By 
Vernon  C.  Smith,  M.D. 
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Philosophy: 

The  National  Medical  Association  in  its  infinite  wisdom,  went 
on  record  several  years  ago,  mandating  a  National  Health  Care 
System  embracing;  (1)  Single  Payor,  (2)  Universal  Access  and 
Coverage,  (3)  Freedom  of  Choice  of  Provider,  (4)  Affordable  Care 
for  all  people,  and  (5)  Comprehensive  benefits.  The  National 
Medical  Association  believed  that  these  principles  could  be 
realized  most  effectively  through  a  National  Health  Insurance 
Program. 

The  business  economic  profit  motive  associated  with  health 
care  investments;  in  providing  care  -  services,  pharmaceuticals, 
health  care  supplies  -  equipment,  financing,  and  administrative 
services  is  the  greatest  single  factor  in  escalating  or  inflating 
health  care  costs.  In  order  to  control  spiraling  health  care 
costs,  the  profit  motive  must  be  removed.  In  order  to  remove  the 
profiteering  and  contain  costs  in  the  Health  Care  System  we  must 
establish  a  National  Health  Care,  single  payor  system.  If  we 
seriously  believe  that  access  to  adequate  health  care  is  a  Human 
Right,  then  we  must  establish  a  National  Health  Insurance,  single 
payor,  universal  access  system. 
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In  order  to  develop  realistic  financing  and  cost  containment 
for  a  National  Health  Care  Single  payor  system  we  must  address  four 

(4)  general  areas:   (1)  Methodology  for  revenue  production. 

(2)  Research  in  developing  measurements  for  measuring  patient 
treatment  outcomes  and  practice  parameters  useful  in  achieving 
quality  care  for  all  groups  of  patients,  not  limited  to  patient 
case  -  cost  comparisons.  (3)  Establishment  of  a  National  Health 
Service  Commission  to  negotiate  fee  schedules  for  all  providers  and 
suppliers  of  the  Health  Care  Service(s)  and  consumable  (products). 
Nationally  and  uniform (Figure  1).  (4)  Elimination  of  insurers 
administrative  profits  and  government  micro-regulations 
necessitating  unwieldy  bureaucracies  at  both  public  and  private 
sectors. 

Practice  Model 

The  National  Practice  Model  embracing  a  National  Health 
Insurance  would  essentially  be  a  non  profit,  controlled  system  to 
provide  all  health  needs  for  all  Americans.  Medicare  and  Medicaid 
would  be  absorbed  into  the  National  Health  Insurance. 

The  present  system  of  freedom  of  provider  choice (s)  (including 
hospitals)  would  remain  intact.  Reimbursements  would  be  on  a 
scheduled-fee-for  service.  The  scheduled-fee-for  service  would  be 
determined  nationally  by  the  National  Health  Service  Commission. 
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The  National  Health  Commission  would  be  appointed  by  the 
president  with  congressional  approval  after  input  from  the 
appropriate  organizations  concerned  with  health  care  services. 
The  Commission  would  have  at  least  one  representative  from  each 
component  provider  in  the  health  care  profession,  legal  profession, 
business  profession,  insurance  profession,  religion,  education, 
labor  and  consumer  group.  Policy  relating  to  fees,  benefits, 
standards  of  care,  and  Health  System  regulations  would  be  made  by 
the  National  Commission.  Each  Region  of  the  United  States  would 
have  a  Regional  Commission,  a  microcosm  of  the  National  Commission. 
The  National  Commission  would  entertain  Regional  recommendations 
and  proposals  in  effecting  a  uniform  universal  health  care  system. 
The  term  of  office  of  the  Commission  would  be  four  (4)  years  with 
a  two  (2)  year  overlap  of  the  Regional  and  National  Commission (s) . 
Regional  Commission(s)  would  be  required  to  have  membership 
representative  of  each  state  consisting  of  the  governor  or  an 
appointee  in  addition  to  the  profession  representation. 

Ancillary  services  i.e.  laboratory,  radiology  and  procedures, 
etc.  would  be  on  a  fixed  fee  payment  for  in-hospital  care  as  well 
as  outpatient  care.  A  single  payor  system  would  eliminate  the  need 
for  competing  health  insurance  plans  that  use  benefit  restrictions 
and  patient  access  inconvenience  as  a  means  for  controlling  costs. 
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All  claims  for  reimbursement  would  be  handled  by  one 
government  office  in  respective  regions  of  the  United  States. 
Present  Health  Insurance  companies  could  contract  with  the  federal 
and  state  governments  to  administer  claim  processing.  Contracts 
with  claim  processors  (private  health  insurance  companies)  would  be 
negotiated  by  the  National  Health  Service  Commission.  Claim 
contractors  would  not  be  engaged  in  regulatory  activity.  There 
will  be  no  discrimination  in  participation  of  providers  based  on 
size  or  practice  plan  or  location.  HMO's  and  Managed  care  groups 
could  continue  to  function,  but  as  administrators  of  health 
provider  groups  rather  than  health  care  providers.  Since  all 
reimbursements  for  care  will  be  uniform  and  equal,  there  will  be  no 
incentive  to  form  large  "health  holding  facilities"  to  compile 
profits,  using  clever  marketing  strategies  and  complex  service 
access  regulations (Figure  2).  Pharmaceutical  prices  would  be 
controlled  by  the  National  Health  Insurance  Commission,  as  well  as 
medical  equipment  prices  and  medical  supplies. 

Hospital  fees.  Nursing  Home  fees.  Extended  Care,  and 
Maintenance  Care  Facilities  fees  would  be  negotiated  regionally 
through  the  Health  Service  Commission.  This  method  would  not  only 
monitor  and  control  exorbitant  expenditures,  but  it  would  also 
serve  as  a  clearing  body  for  controlling  hospital  services  that  may 
be  unnecessarily  duplicated  or  not  cost  effective (Figure  3). 
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REVEKTUE   —    F  Il>JA.lSrc:  IIsTG 

Financing  the  National  Health  Care  Single  Payor  System  can  be 
accomplished  without  significant  tax  increase  and  a  reduction  in 
out  of  pocket  expense  by  the  health  care  consumer.  Areas  of 
revenue  generation  are  as  follows: 

1.  Utilization  of  present  budget  allocation  earmarked  for 
Medicare  -  Medicaid. 

2.  Health  Insurance  Premium  contribution  by  the  consumer  and 
employee  at  a  reduced  cost. 

3.  Sin  Tax  on  cigarettes  and  alcohol. 

4.  Cost  control  on  fees,  prices  and  products  (drugs). 

5.  Elimination  of  private  sector  administrative  profits. 

6.  Preventive  medicine  and  Wellness  benefits  to  accrue  as 
unused  annual  deductible  will  serve  as  investment 
credits  for  the  consumer  to  cover  health  care  costs  in 
the  event  of  unemployment,  catastrophic  illness,  etc. 

7.  Medicare   insurance   premiums   for   consumers   with 
retirement  annual  income  over  $80,000.00  a  year. 
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8.  States  will  be  capitated  a  negotiated  rate  by  the 
Regional  Health  Service  Commission  for  those  patients 
that  qualify  for  medical  assistance,  e.g.  Welfare, 
Homeless,  Unemployed,  etc. 

9.  Workmen  Compensation  treatment  will  be  reimbursed  on  a 
DRG  schedule  based  on  type  of  injury.  These  DRG 
fees/related  to  acceptable  length  of  disability,  will 
be  determined  by  the  Health  Service  Commission. 
Workmen  Compensation  Treatment  centers  would  be 
established  at  Community  Hospitals  under  special  DRG 
contracts  to  serve  those  patients  when  private 
providers  did  not  wish  to  participate. 

10.  Community  Health  Clinics,  School  and  Hospital  based 
clinics  would  function  as  a  physician  based  practice, 
receiving  funds  from  National  Health  Service  claims  and 
would  not  require  additional  federal  and  state  subsidy. 

11.  Professional  Education  training  stipends  would  be  removed 
from  the  health  care  budget  and  administration  health 
care  services  financing.  Rather  Education  and  training 
i.e.  Resident  training  funding  should  be  placed  under  the 
bureau  of  health  manpower. 

12.  National  Tort  Reform  with  Caps  on  awards,  claim  review, 
etc.  Malpractice  Insurance  premiums  actuary  based  on  a 
national  liability  physician  pool  rather  than  local 
physician  pools. 
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REVElSrUE       METHODOLOO^y 


PRESENT  NATIONAL  HEALTH  CARE  EXPENDITURE 

UNITED  STATES  POPULATION 

MEDICARE  -  DISABILITY  POPULATION 

UNINSURED 

MEDICAID 


APPROX.  $800  BILLION 

APPROX.  235  MILLION 

30  MILLION 

35  MILLION 

10  MILLION 


Estimated  Insurable  Employees  in  U.S.  108.38  MILLION 

Present  Approx.  Cost  of  Ins.  Premium  per 

year  {Employer  +  Employee)   =  $6,000.00  x  108.38  =  $650,280  BILLION 
(EMPLOYER  CONTRIBUTION  $4 , 000 . 00/YR.   EMPLOYEE  $2 , 000 . 00/YR) 


REDUCE  COST  OF  PREMIUM  TO  .50%  UNDER  NATIONAL 

HEALTH  INSURANCE. 

PRESENT  BUDGET  FOR  MEDICARE  AND 

MEDICAID 

SIN  TAXES 

ADMINISTRATIVE  SAVINGS  SINGLE  PAYOR 

DRUG  COST  CONTROL* 

PROVIDER  COST  CONTROL* 

HOSPITAL  COST  CONTROL* 

REVENUE   TOTAL 


$325,140  BILLION 

$268,000  BILLION 
$  13  BILLION 
$  9  BILLION 
$  30  BILLION 
$  21  BILLION 
$      45  BILLION 


$     711  BILLION 

*  Based  on  a  50%  and  14%  present  inflation  rate  respectfully 
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PRESENT  NATIONAL  HEALTH  CARE  COST 

LESS  COST  SAVINGS  UNDER  SINGLE  PAY 

DRUG  COST  CONTROL 

HOSPITAL  COST  CONTROL 

PROVIDER  COST  CONTROL 

ADMINISTRATIVE,  PVT.  INS.  SAVINGS 


$800   BILLION 


30 

45 

21 

9 


BILLION 
BILLION 
BILLION 
BILLION 


TOTAL  SAVINGS 


105 


BILLION 


ESTIMATED  COST  FOR  FUNDING  THE  PRESENT  35  MILLION  UNINSURED, 
APPROX.  $60  -  $90  BILLION  DOLLARS;  LESS  105  BILLION  =  15  BILLION 
DOLLAR  RESERVE. 
(See  Figures   4   through  11    ,    Exhibits   for  Methodology) 
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^J-^viire     1 


A  health  profile  of  owa  ^a^SSp^ 

Iowa  has  a  popuiation  erf  2.8  million,  with  more  than  15%  o(  Its  residents  over  age  65    rtr -  -    ' 
compared  with  the  national  average  0(1 2%.      .-.:._      -j.r  -  :  ;.•  'i^r/ v\  '<.*ir   ' 


.'^-;;>^<;'>.'i;i;*}^.J.Y^ 


Who  is  unmsured  -^^'.•■- >^--' ; --■'    •':-.;■■-"-/ 
There  are  atxxjt  .'"■    Residents  under  65 

223,000  uninsured  >  FuAHknewDcfcerorseK-empioyed 
jn 'oiJ«;P«»n«afl«  •  '"  .  Children  under  18 
^i;^?^;^'^-^-,    .  ■   Seasonal. part^workem 

Per  capita  spending 

Iowa  costs  were  near  the  national  averege  of  $2,425  in  1990,  but  up  $1,358  from  1960.  How 
1990  compared  with  some  other  states  (Massachusetts  the  highest,  South  CaroGna  the  lowest): 

Massachusetts  Mjj^f ||j^i^'HTO>i^^^{r-->. J-^^-'-'--^  -^  '  -  -—I  $3,031 

Iowa 

Texas 

Artcansas 

South  Carolina 


}    $2;}5i 

$2,192 


$1,944 


$1,689 


L 


A  brealtdown  on  doctors 

Iowa  has  123  hospitals  and  about  4,000 
practicing  physicians,  43%  of  whom  are 
primary  care  doctors.  A  breakdown: 


Administrative  5% 


Teaching  15% 


Soorc*:  Iowa  Hsaltti  Care  Rafomi  Piofta.  Haaltti  Iniuranca  Assooalion  ol  Amanca 


By  CM  Vancura.  USA  TODAY 
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Mid-Atlantic 
Medical  Services 
Says  Profit 

Rose  39%  in 
1992 


Mid-Atiantic  Medjcal  Services  Inc.,  a  Rock- 
ville  company  that  runs  heahh  n«intenance  or- 
ganiations  and  other  health  services,  reported 
that  1992  prodt  rose  39  percent,  to  $13.5  mil- 
lion (94  cents  a  share),  from  $9.7  million  (68 
cents)  the  year  before.  ^___^_ 

"Whilf  the  local  economy  remained  essen- 
tially flat,  our  loul  membership  grew  dramati- 
cally and  our  abiLty  to  manage  critical  costs  be- 
came more  refined,"  George  T.  Jochum.  the 
oonipary's  president,  said  in  a  statement. 
I  The  company's  revenue  rose  46  percent  in 
the  year,  to  $579.35  mJlion  from  $397,6  mil- 
lion in  1991. 


tu  :i^  K   Po54 
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On  the  one  hand,  "ii  you  mow  rmus  to 
lock  up  physicians,  you  could  ultimately 


Hospital  Costs  Lead  Rise'^r 


NalionwkJ*  hetltti  extundltufes  by  ly(* 
ol  spending,  in  billions  ot  doMan 


SouHM.  Cavwi/onti  BuOgn  01^ 


•W«ni!e 


Wind  up  with  loo  few  HMOs."  says  Prof. 
Reinhardl.  But  allowing  a  doctor  to  work 
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^"S  Clinton's 

t>  t!  Budget 


Here  is  a  look  at  Clinton 's  requests 
in  major  budget  categories  compared 
with  President  Busk 's  requests,  the 
spending  Congress  approved  last  year 
and  Congress's  plan /or  fiscal  1994. 


OCXAl 


SOCIAL  SECURITY 

OLD  AGE.  SURVIVORS  AND  DISABILITY  INSURANCE 

1993  Bush  request  $302  billion     ^^ 

1993  Approved  by  Congress  $305  billion 
1M4  CUatM  n^Mt  $321  WUm 

1994  Congressional  plan  $322  billion 


DEFENSE 

INCLUDES  THE  PENTAGON  AND  DEFENSE-RELATED 
ACTIVITIES  OF  THE  ENERGY  DEPARTMENT 


1993  Bush  request 

$291  billion 

1 993  Approved  by  Congress 

$291  bilhon 

$277bmM 

1994  Congressional  plan 

$277  billion 

HEALTH,  MEDICARE 

MEDICARE.  MEDICAID.  RESEARCH,  TRAINING.  CONSUMER 
AND  OCCUPATIONAL  HEALTH  AND  SAFETY 


1993  Bush  request  $238  billion 

1993  Approved  by  Congress  $238  billion 
19»4akitoarHiW(t  $2«5MUtoll 

1994  Congressional  plan  $268  billion 


INTEREST 

INTEREST  ON  THE  NATIONAL  DEBT 

1 993  Bush  request  $2 1 S  bllllqn . 

1993  Approved  by  Congress  $202  billion 
l»94CUi*»i<tqiiMt  tZUbMba  . 

1994  Congressional  plan  $209  billion 


WELFARE,  JOBLESS  BENEFITS 

UNEMPLOYMENT  COMPENSATION.  FOOD  STAMPS.  AID  TO 
FAMILIES  WITH  DEPENDENT  CHILDREN,  ETC 


1993  Bush  request 

1993  Approved  by  Congress 
lW4aiB(«irw[M«t 

1994  Congressional  plan 


$200  billion .  i,..^ 
$209  billion 
$219blMMi  ,,,^ 
$211  billion 


EDUCATION 

PRIMARY,  SECONDARY  AND  HIGHER  ED  .  OCCUPATIONAL, 
VOCATIONAL,  ADULT  EDUCATION.  STUDENT  LOANS 


1993  Bush  request 

1 993  Approved  by  Congress 
1M4  Ctintw  raqiMit 

1994  Congressional  plan 


$50  billion  .,.j^ 
$53  billion 
#94 IMM        *^.V3, 
$52  billion 


■ 
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SINCIX-FAYER  SYSTEM 

AS  this  lable  shows,  over  the  pasi 
decade  medicine  has  become  increasingly 
bureaucratic.  Many  managers  work  to- 


EmploynMnt  In  Health  Car* 

Ptf  1 00.000  employees  


1913 

519 

91 

1915 

442 

106 

1987 

514 

154 

1919 

54a 

188 

1991 

575 

199 

%lncraiHlraa    10  B^*     118  ?•> 
19(1  M  1991 

Sauia   ins  liunu  «  uocf  miisiks 


ward  keeping  costs  down  through  utiliia 
tion  reviews,  mandated  second  opinions 
and  the  like.  Yet  this  has  driven  th. 
administrative  cosU  of  the  U.S.  healtl 
care  system  well  over  $175  billion  per  yeai 
and  undermines  the  morale  ot  physician: 
and  the  satisfaction  ot  patients. 

A  uxflnanced  single  payer  systen 
with  a  global  budget  can  eliminate  manj 
layers  of  bureaucracy  and  provide  provcr. 
cost  control  mechanisms.  President  Clin- 
ton can  begin  the  process  of  convert- 
ng  the  system  In  steps.  We  could  begin 
by  covering  children  and  pregnant  wornen 
with  a  tax-financed  health  insurance  then 
expand  the  program  to  the  uninsured,  and 

finally  include  the  entire  coun'rV- „^^„., 

EzEKicL  J.  Emanuel 

Oncologist  and  Ethicist 

Harvard  Medical  School 


F'  i^\j.xr^ 
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Resources  of  the  Drug  industry 

Worldwide  performance  in  1991  of  the  10  largest 
pharmaceutical  companies.  (Dollar  figures  In  millions.) 


Johnson  &  Johnson 

$12,447.0 

S  980  0 

2,011 

Bristol-Myers  Squibb 

9,368.0 

993  0 

3,666 

SmithKline  Beocham 

8.7610 

807.8 

2,000 

Merck  &  Compciny 

8.019.5 

987  8 

2.700 

Abbott  Laboratories 

6.876.6 

666  3 

3,140 

Roche  Group 

6,664.3 

1.027.7 

1.300 

Glaxo  Holdings 

6.318.4 

8835 

2,250 

Amencan  Home  Products 

6,220.3 

431.0 

2.382 

Pfizer  Inc. 

5,941.3 

756  8 

2,231 

Ell  Lilly  &  Company 

Soun»  tHoicU AOritiinQ  News 


5,725.7 


766.9 


1,600 
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JDUSTRY  ANNUAL  SALARIES,  FROM  A  SURVEY  OF  1.000  REGISTERED  VOTERS 


HEALTH  PROFESSIONALS 


Medical  specialists* 

Anesthesiologists 
Radiologists 

Hospital  executives  (500+  beds)* 

Drug  company  chief  executives 

Bristol-Myers  Squibb 
Abbott  Laboratories 
Ell  Lilly 


PERCEIVED  INCOME 

$100,000 
_100X)00 

150.000 

600,000 


FAIR  INCOME 

$80,000 
80,000 

100.000 

150,000 


Insurance  chief  executives 

Aetna 
Cigna 
Travelers 

*  Actual  income  tigures  are  industry  aveiagcs, 
SOURCE  Families  USA  Foundation 


400,000 


115,000 


Mike  Farrell 
and  Robert 
Young  in  a 
scene  from 
"Marcus 
We4by,  M.O." 
Dr.  Welby's 
patients  never 
questioned  his 
salary. 


ACTUAL  INCOME 

$221,100 
229,800 

235,800 

12,788,000 
4,213,000 
2,802,000 

1,120,500 
1.342,000 
1,173,858 
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Who  gets  the  health  c^ire.doiiars? 

Natkyial  hdatth  care  costs  last  year  were  more  'tf^an  $800  bUlion. 
•HdTB  are  ih«  groups  providing  lh9  UA  of  the  care  and  doUars  spent 
In t>ilUons In eachcalegory:^^  .      ^-    '••'..>- '"' "*•*'- 
Maincocts        ■    fv-j^' 
••  :/:v -■■;*.■"  "Hoepftals' 

.'■.;  r »'...■■■  I'"    'Physioians 

••'tNursing  homes 

Oruo«  a'^  nnedical  suppkes 

Other  pro(essk)oai  JMfVioes 


Othef costs  t-.-.'.vtfti. 

Privets  ineurenoe  ftdkniit 

OcM«mmant  public  heaim. 

Research  tnd  oonatnictibnl 

Where  doctors  w<Nrfc 

The  650.000  U.S.  doctors  in  the  AMA  hokj  a  v&nety  of  jobs.  Un  the 
vast  majority  work cBrectJy  with  pat»eote:^V  ■'     •'  '  •.  ".*";'■  "*."* 
Frontline  doctors      '>.>*'"■**  ^-^a,;;^'  "^Retired'InactJve 

535,000  (82%)^  X  55.000  (9%) 


'  I 


Other  )ob6 
20,000  (3%) 

;  I 

Teachers 
8,000  (1%) 


>fiesearch  '"-* 
17,000  (3%) 

Adrnintstralors 
15,000  (2%) 


Source  USA  TODAY  tesMrcn 


By  S4«ny  Baumann.  USA  TODAY 
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1  available  to  people.  Right 
g  re  about  the  apples  we  eat 

e  use."  And  the  public  is 
fits  ignorance.  —Reported 
tnd  Jane  Van  Tas*el/New  Yoik 
and  Dick  Vtompton/Washlnglon 


ii:!\V  II.!  ,  |-Iv;'-|  '   "i   '-ilui   '■!  '■■|''-l  I  i  'i'^-' 


'''■'!'     I 


A  sampling  of  pharmaceuticals, 
jjiffip  m^  (nil  manufactwer 

^'   j^    CECLOR 


7'.;;/:i'A';: 

1991  WHOLESALE  PRICE 
U.S.  CANADA 


)    Bacterial  $134,18    $84.14 

infections         ▼•«»  ••  ▼     _ 

(Ijlly) 


lOOupuMs  lOOututa 


'nXENOL  with 

,^.   SS"  $19-38   $3.32 

Tg<>    (McNe.1)  "•'^  ""^ 


■:?-T^     XANAX 

S.=?,?.l,.„  $47.81  $16.92 

(Lpjohn)  ui»i««». 


I  IVI  .V;  ■,:,  .Ulf-I 


1987-1992 


^m?h^^^     $70.19  $53.82      +40.6% 


f'    (Glaxo) 


60.1% 


86.4% 


+87.4% 


Soutcp  Pnmclnsltirtf  Ufii»pritt»  o1  MmncioU  TIMt  C'Jph-ri  b»  SleitC  Mirl 


F  ig^iair  ^ 


1  O 


232 


THE  BURDEN 
ON  INDUSTRY 

Under  loday'$  (angled  health  (.nance 
iyslem,  employers  pay  an  eilimoted 
$  1 7  2  billion  iubiidy  lo  covet  ihe  coits  of  un 
insured  or  uncompenioted  medico!  care  through 
higher  insurance  premiums  and  olher  charges.    »   A    < 
The  burden  isn't  spreod  evenly  because         ~--XLlj( 
of  differences  in  benefits  ond      ^    — ■-^,      — ''^tJ '^T 
ihe  availability  of  insurance:    tj^^j 


SUISIDI  P(l  (MPIOTIE 

INOUSrtT                                             Oollon 

(MPlOrSES 

Mum 

lOtAl  COST 

B.liiom  el  dollon 

TRANSPORTATION 

51,025 

3.51 

S3.6 

CONSTRUaiON 

44 

4.59 

0.2 

MANUFAOURING 

623 

18.46 

115 

TRADE 

-134 

25.33 

-3.4 

SERVICES 

-194 

28.32 

-5.5 

FINANCE 

120 

6.68 

0.8 

FEDERAL  GOVT 

573 

2.97 

1.7 

STATE/lOCAl  GOVT 

337 

15.41 

5.2 

OTHER 

1,018 

3.05 

3  1 

uii.  iwuMw.us  iiiiuu 01  uioi mimics 


COVERING 
THE  UNINSURED 

HeolrtKore  spending  on  uni(V 
sured  individuals  would  rise  to 
$71.5  billion  from  $41  4  billion 
nov(^  if  they  received  private 
heolth  insurance,  according  to 
health<are  consultants  Lewin- 
VHI  Inc.  This  is  how  the  oddtliorv 
al  $30  1  billion  would  be  spenf 


HOSPIUl  (AR( 

INPiTliHT 

uucfMy/cjiPtiiiNi 

$12.0 
4.4 

PNYSICItNS 

8.5 

OIHtl  PROftSSIONAl 

2.5 

oeucs  1  OEviccs 

1.8 

OTNit  NIAITH  SPINOINC 

0.9 

lOIAL  INCDUSF 

530.1 

CUtllINT  SPENDING 
SPENDING  IF  INSUtED 

541.4 
S71.5 

UL  miii«Miiic 
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Doctors'  annual  expenses 

In  1991,  the  average  self-employed  U.S.  physiaan  had  an 
after-expenses,  belorelax  income  of  $170,600.  The  average 
expenses  for  a  sell-employed  doctor. 

OfTee  payroll  [ 

Office  expenses  [ 

Medical  supplies  i_ 

Liability  insurance  .^ 

Medical  equipment 


J  $39,2O0 


'•Si"    ';- 


J  $20,100 
$14,900 


f' 


.->*>  - 


$9,000 


Source  Amtftlcan 


:  bi 
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By  Nicii  Gahlianams  USA  TODAY 


Health  spending 
by  age 

Per  person  spending  for  1987: 
Under  19yr(. 

as.  to  64  yrs. 
$1,535 

65  yrs.  and  over 

I  ~~]  $5,360 

65  yrs.  and  over 

&OURC£  HuJm  Caftt  Ftnanc<ng 
Admins  tr  a  bon 


Kmghi  RKldvf  TrLbur>«/JUDY  TRElBLE 
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FINANCING  A  NATIONAL  HEALTH  CARE  PROGRAM 
PART  II 

Definitions 

Single  Payor  -  The  proposed  single  payor  system  is  likened  to  the 
Canadian  System  in  that  the  Federal  Government  would  be  responsible 
for  the  payment  of  all  health  Care  Costs.  Unlike  the  Canadian 
system,  this  proposed  system  would  not  depend  exclusively  on  tax 
dollars  to  fund  health  care.  Employer  and  employee  health 
insurance  premium  contributions  would  be  mandated.  Formulas, 
sliding  scales  would  be  established  for  small  businesses  premium 
contributions.  Caps  would  be  placed  on  insurance  premium  costs  to 
employee  and  employers. 

Most  important,  the  proposed  single  payor  system  would 
eliminate  profits  made  by  private  insurance  companies  from  premium 
collections  and  health  services  reimbursements.  The  Government 
would  collect  and  place  all  monies  for  health  care  in  a  health  care 
trust  fund.  The  government  could  contract  with  private  insurance 
companies  to  process  claims,  compile  statistics  for  health  care 
providers,  however,  private  health  insurance  companies  could  not 
participate  in  selling  health  plans  in  the  basic  National  Health 
Care  System. 

Prospective  health  care  costs  would  be  determined  a  year  in 
advance  on  a  national  level  by  regions.  Methods  used  to 
predetermine  health  care  costs  (expenditures)  by  regions  would 
consist  of: 

1.  Payment  (cost)  history  of  geographical  area  by 
procedure (s) ,   hospitalizations,   office   visits   and 
diagnostic  tests,  and  extended  care. 

2.  Employment  of  Practice  parameters,  integrated  with 
actuarial  risk  factors  and  relative  value  units 
(procedures) . 
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The  National  Health  Service  Commission  would  negotiate,  with 
regional  organized  medical  groups  (Associations,  societies , etc .) , 
a  fee  schedule  for  reimbursement  of  services  for  the  fiscal  year 
budgeted.  The  budgeted  monies,  held  in  a  Federal  Trust  Fund  would 
be  appropriated  through  the  National  Health  Service  Commission  for 
reimbursement  of  health  services  provided.  Cost-over-runs  would  be 
factored  in,  in  setting  the  prospective  budget  for  the  national 
health  care  service  each  year  in  advance  (Global  budgeting) . 
Monitoring  and  enforcement  of /for  fee  compliance,  quality 
assurance,  utilization  would  be  performed  through  the  respective 
medical  associations.  Raw  data  and  information  on  the 
aforementioned  topics  would  be  collected  doing  claim  processing  and 
forwarded  to  the  regional  Health  Service  Commission  for  codifying, 
then  sent  to  respective  medical  associations  for  application  and 
enforcement. 

A  model  for  this  concept  of  a  nonprofit  service  commission, 
would  be  the  Federal  Energy  Regulatory  Commission.  Similar  to  the 
Utility  Regulatory  commission,  the  National  Health  Service 
Commission  would  be  a  health  service  regulatory  commission.  All 
fees  for  patient  care,  including  doctors,  hospitals,  nursing  homes, 
ancillary  care  (laboratories.  X-ray,  etc.)  would  be  determined  by 
the  Health  Service  Commission  in  consultation  with  the  medical  and 
hospital  associations. 

Each  fiscal  year,  based  on  actual  performance,  there  would  be 
sound  information  available  to  make  a  realistic  budget  and  cost 
projections  up  to  a  year  in  advance.  Also  providers  would  have  the 
opportunity  to  request  adjustments  in  practice  parameters  and 
relative  value  units  based  on  practice  experience  the  previous 
year.  Insurance  premiums  would  reflect  actual  cost  of  health  care 
services  and  could  be  adjusted  accordingly  to  give  maximum  benefit 
of  savings  to  the  subscriber  rather  than  the  insurance  company. 
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FOR  IMMEDIATE  RELEASE 
CONTACT:  BRODERICK  JOHNSON 
TUESDAY,  APRIL  13,  1993 


COMMITTEE  ON  THE 
DISTRICT  OF  COLUMBL^ 
1310  LONGWORTH  HOUSE 

OFFICE  BUILDING 
WASHINGTON,  D.C.  20515 
TELEPHONE:    (202)225-4457 


THE  HONORABLE  PETE  STARK  (D.,  CALIF.),  CHAIRMAN, 
COMMITTEE  ON  THE  DISTRICT  OF  COLUMBIA, 
TO  HOLD  A  HEARING  ON 
POTENTIAL  IMPACT  OF  HEALTH  CARE  REFORM 
ON   DISTRICT  RESIDENTS 


WASHINGTON,  D.C.  -  The  Honorable  Pete  Stark  (D.,  Calif.),  Chairman, 
District  of  Columbia  Committee,  U.S.  House  of  Representatives, 
announced   today   that   the  Committee  will   hold   a  hearing  on   national 
health   insurance   reform    and   the   implications   for   residents   of  the 
District  of  Columbia.  The  hearing  is  scheduled  for  Monday,  April   19, 
1993  at   10:00  a.m.,  in   1310A  Longworth  House  Office  Building. 

In   announcing   the   hearing.  Chairman   Stark   said,   "Like   other 
urban  centers,  the  District  of  Columbia  has  serious  health  care 
delivery   problems.    Through    health   reform,   we   want   to   improve   the 
system   --   not  hurt  it.   This  hearing  will  try  to  determine  precisely 
what  various  reform  options  would  mean  for  the  District  and  for  its 
residents." 

Invited  witnesses  include  representatives  from  the  District  of 
Columbia  government,  health  insurers  operating  in  the  District,  and 
District   hospitals    and    providers. 

Oral    testimony    will    be    heard    from    invited     witnesses     only. 
However,   any    individual   or  organization   may   submit   a   written 
statement  for  consideration   by   the  Committee   and   for   inclusion   in 
the   printed   record   of  the   hearing. 

BACKGROUND; 

There   are   numerous  proposals   to  reform   the   United   States' 
health    insurance   system.      In   this   hearing,   three   health   insurance 
reform   proposals    will   be   considered   for  their  potential   impact   upon 
access  to  care  and  cost  of  insurance  coverage  for  residents  of  the 
District  of  Columbia.  The  first  reform  option  to  be  considered  is 
"managed  competition."  The   second  proposal   is   "pay-or-play"   with  a 
Medicare-for-all   type  plan   as  the  public  plan  option.  The  third  is  a 
"single  payer"  plan  based  on  the  U.S.  Medicare  system. 

While   the   hearing   will   focus  specifically  on   the   District   of 
Columbia,   the    information   from   this   hearing   will    be    useful    to   various 
States    as    they    consider    how    these    health    insurance    reform    proposals 
might    he    iinplonicnicJ    m    ihcir    .State. 


(more 
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DETAILS  FOR  SUBMISSION  OF  VfRITTEN  COMMENTS; 

For  those  who  wish  to  file  a  written  statement  for  the  printed 
record  of  the  hearing,  six  (6)  copies  are  required  and  must  be 
submitted  by  the  close  of  business,  Thursday,  April  15,  1993  to 
Broderick  Johnson,  Staff  Director,  Committee  on  the  District  of 
Columbia.  An  additional  supply  of  statements  may  be  furnished  for 
distribution  to  the  press  and  public  if  supplied  to  the  Committee 
office,  1310  Longworth  House  Office  Building,  before  the  hearing 
begins . 

FORMATTING  REQUIREMENTS; 

Each  statement  presented  for  printing  to  the  Committee  by  a 
witness,  any  written  statement  or  exhibit  submitted  for  the  printed 
record  or  any  written  comments  in  response  to  a  request  for  written 
comments  must  conform  to  the  guidelines  listed  below.  Any 
statement  or  exhibit  not  in  compliance  with  these  guidelines  will 
not  be  printed,  but  will  be  maintained  in  the  Committee  files  for 
review  and  use  by  the  Committee. 

1.  All  statements  and  any  accompanying  exhibits  for  printing 
must  be  typed  in  single  space  on  legal-size  paper  and  may 
not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material 
will  not  be  accepted  for  printing.  Instead,  exhibit 
material  should  be  referenced  and  quoted  or  paraphrased. 
All  exhibit  material  not  meeting  these  specifications 
will  be  maintained  in  the  Committee  files  for  review  and 
use  by  the  Committee. 

3.  Statements  must  contain  the  name  and  capacity  in  which 
the  witness  will  appear  or,  for  written  comments,  the 
name  and  capacity  of  the  person  submitting  the  statement, 
as  well  as  any  clients  or  persons,  or  any  organization 
for  whom  the  witness  appears  or  for  whom  the  statement  is 
submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement 
listing  the  name,  full  address,  a  telephone  number  where 
the  witness  or  the  designated  representative  may  be 
reached  and  a  topical  outline  or  summary  of  the  comments 
and  recommendations  in  the  full  statement.  This 
supplemental  sheet  will  not  be  included  in  the  printed 
record. 

The  above  restrictions  and  limitations  apply  only  to  material 
being  submitted  for  printing.  Statements  and  exhibits  or 
supplementary  material  submitted  solely  for  distribution  to  the 
Members,  the  press  and  the  public  during  the  course  of  a  public 
hearing  may  be  submitted  in  other  forms. 
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